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COUNTRY SECTION INTER-AMERICAN AFFAIRS 


AMBASSADOR BENADAVA OPTIMISTIC ABOUT RESOLUTION OF BEAGLE DISPUTE 
Santiago TERCERA DE LA HORA in Spanish 23 Feb 83 p 16 


[Text] The Beagle negotiations are continuing despite the death of 
Cardinal Antonio Samure and all the problems that preceded it and followed 
During an interview with ANSA the head of the social Chilean mission in 
Rome, Ambassador Santiago Benadava said he was optimistic about the possi- 
bility of reaching an agreement as soon as possible. 


The diplomat denied rumors from Argentina concerning the possibility that the 
Buenos Aires junta might, under certain conditions, accept the Pope's 

peace proposals, but he noted, It may be said that mediation is continuing. 
We are keeping in contact with the mediation office: we are always avail- 
able to talk, to have a dialogue with them on matters related to the 


controversy." 


[Question] Is it true that Chile, which immediately accepted the Pope's 
proposal and has been waiting for over 2 years for Argentina to do so, has 
gotten tired and set a final date for an agreement? 


‘Answer! No, that is not true. But of course this situation cannot go on 
forever. The sooner we have an agreement, the better. 


[Question] You assumed the leadership of the special Chilean mission to 
the mediation. How would you appraise the Argentine position, and what 
are the chances of a happy ending to these tormented and difficult 
negotiations? 


[Answer] Obviously I cannot say anything about the Argentine position. 
But I think that acceptance of the Pope's proposal may yet come. It wiil 
contribute to the success of the mediation. 


{Question} In your opinion, what will happen now after Cardinal Samore's 
death, which comes after months and months of virtual paralysis of papel 


mediation? 














(Answer! I think that the mediator will take the necessary steps to continue 
the mediation and activate the talks. 


Ambassador Benadava preferred to say nothing about the nature of those 
"necessary steps,’ though it was rumored that the Holy See is considering 
putting pressure on Argentina. Regarding rumors about Asmore's 

successor, the diplomat said he had no information and did not want to ‘make 
any guesses." 


Benadava, who succeeded a diplomat of Enrique Bernstein's caliber, 
country's ambassador to Israel and came to Rome at the most difficu 
In any case, he seems to intend to face the situation decisively 
very patiently. In fact, he savs briefly, "If I were not an opt 
would not be here.” 


- 
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Since Samore's death, Benadava and the other diplomats in the special 
Chilean mission have already met three times with Msgr Gabriel Montalvo and 
Faustino Saenz Munoz, who were the main assistants of the last cardinal. 

On the other hand, there were no talks with Argentina, except for a farewel 
visit to the two monsignors by ambassadors Carlos Ortiz de Rozas (resigning) 
and Ricardo Etcheverry Boneo, both of whom went to Buenos Aires last week 
ultation. 
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No one can predict what will happen when the two diplomats return to Rome 


after the "review'’ of the mediation situation which seems to be taking place 
in Buenos Aires after the "in-depth study'’ done in Santiago. 




















COUNTRY SECTION INTER-AMERICAN AFFAIRS 


BRIEFS 


CHILEAN-ARGENTINE BORDER COMMISSION--Punta Arenas--A meeting was held late 
yesterday between the regional intendent of Magallanes and commander in 
chief of the Southern Military District, Juan Guillermo Toro Davila; the 
president of the Chilean Border Commission, Alejandro Forch Petit; and 
technical secretary Rudy Schmidt Walters. Each made a complete presenta- 
tion on the task of placing boundary markers being carried out by a mixed 
subcommittee of Chilean and Argentine delegates along the border between 
the parallels 51 degrees and 52 degrees south. A total of six of these 
pyramids have been placed on the continental divide as it was determined 

in the decision by King Edward VII of England on 20 November 1902. At 

the present time they are working to tie the markers into the general 
triangulation systemsoas to give their locations exact coordinates in 
latitude, longitude, and altitude. The complete course of the border is 
given on the official map of the commission, on a scale of 50,000 = 1. The 
mixed subcommittee actually working on the ground includes delegates Carlos 
Johnson and Carlos Cerutti from Chile and Argentina, respectively. Both 
are experienced topographers. Alejandro Forch and Rudy Schmidt are going 
to Natales today and on to the border to take full charge of the work done 
to date and to continue preparations for the later stages. [Article by 
Francisco Enterovic] [Text] [Santiago EL MERCURIO in Spanish 22 Feb 83 p C7} 
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COUNTRY SECTION ANTIGUA 


FINANCE MINISTER ON REVENUE FROM HOTEL INDUSTRY 
FL211517 Bridgetown CANA in English 2039 GMT 19 Mar 83 


Text] St Johns, Antigua, March 19, CANA--Antigua and Barbuda's Finance 
Minister John St Luce has complained that not enough revenue from the 
notel industry has been passing through the local commercial banking systen. 


In his 1983 budget speech yesterday, Mr St Luce said that approximately 95 
per cent of the hotel room sales were being made overseas, and of these, 
very little of the monies reached the banking system here. 


The minister presented a 265.1 million dollar (one E.C. dollar; 37 cents 
U.S.) austerity budget and spoke of government plans to introduce belt- 
tightening measures in keeping with world economic trends. 


The minister said the hotels brought in enough money to pay local salaries 
and wages, and to purchase goods and services, but the benefits which 
\ntigua should derive from the greater inflows of deposits in the banking 
system could not be realised. 

de said that Antigua and Barbuda provides a great deal of benefits under 
the hotels aid ordinance, and government deserved much more than the 
thought of nationals being employed in the industry. 


St Luce felt that the banks themselves were partly to blame and observed 
at the hoteliers felt that they could get better interest rates on 
depo 


Overseas. 


The finance minister said the hoteliers’ business was in Antigua and they 





should show more interest in the economic survival of the country by passing 


their sales revenue through the country’s banking system. 


He added that he was willing to make himself available to the banks and 
hoteliers to work out an acceptable formula satisfactory to all, before 
attempting to introduce the necessary legislation to get similar benefits 
as were given in Bermuda. 








Mr St Luce also expressed dissatisfaction with the total benefits from the 
bed-night tax here. 


aid he would introduce an amendment to the act which would 


4 
sing the bed-nignt tax as the interest that will be charged on 
amounts not paid on time. 


He said a heavy penalty would be placed on anyone who was withholding or 
voiding the payment of the required or received bed-night tax. 
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COUNTRY SECTION ANT LGU 


TOURISM, ENERGY CONSERVATION CALLED 1983 PRIORITIES 
FL171835 Bridgetown CANA in English 1812 GMT 17 Mar 83 


ext] St Johns, Antigua, March 17, CANA--The Antigua and Barbuda Govern- 
t says the tourism industry and energy conservation will be among its 
Driority concerns for the next year. 


covernor General Sir Wilfred Jacobs said in the throne speech that govern- 
ment’s intention was to maximise the use of all of its resources in tourisn, 
as to safeguard the industry for the benefit of the whole nation. 


Vi 


He said that the industry, the twin-island state's main revenue earner, 
has reflected the uncertainties of the worldwide economic recession and 
there was an urgent need to plug the leakages from tourism in a positive 
effort at improving the country's balance of payments position. 


The governor general also encouraged the private sector to participate in 
the provision of increased suitable tourist accommodation, adding that 
zovernment was forging ahead with the development of the 700-room hotel 
complex at Deep Bay. 


The Brazilian Government is contributing a 90 million dollar (U.S.) loan 
towards the construction of the hotel. 

m energy conservation, Sir Wilfred said government will continue to 
encourage the promotion and development of alternative sources of energy. 


Mention was made of the Caribbean Community/Caribbean Development Bank and 
ne United States Agency for International Development (USAID) programme 
of alternative energy development, which provides for the erection of a 
o 110 kilowatt wind-powered turbine generator to feed electricity direc 
into the national grid. 


ry os 
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The governor general said that if the project was successful, 20 per cent 
of the country's electricity demand would be provided by wind power. 























COCTITAN ANTIGU A 
uo Puy, LULA 


BRIEFS 


GOVERNMENT TO LOOK AT PRESS LAWS--St Johns, Antigua, March 18, CANA--The 


Antigua and Barbuda Government has hinted that it may soon be taking 4a new 
look at the country's press laws to stop publications here from tarnishing 
he names of leading officials. Agriculture, Lands and Fisheries Minister 
2bin Yearwood said the government may be forced to act in light of some of 
the articles being published in the OUTLET newspaper, organ of the Marxist 


( 





Antigua-Caribbean Liberation Movement (ACLM), a local pressure group. 
OUTLET's editor Tim Hector is now facing a charge of libel following pub- 
lication of a story in the paper recently. Mr Yearwood's hint was sup- 
ported by Attorney General and Minister of Legal Affairs Keith Ford, [who 
said that] action should be taken to ensure that law and order prevails 
here. Mr Ford said that the strategy of the ACLM seemed to be to smear 
the names of government ministers to make them unpopular among the elec- 
corate. [Text] [FL181904 Bridgetown CANA in English 1518 GMT i8 Mar 83] 
CSO 3298/1228 











COUNTRY SECTION BARBADOS 


CURRENCY DISPUTE CONTINUES WITH JAMAICA 
FL162320 Bridgetown CANA in English 2306 GMT 16 Mar 83 


Text} Port-of-Spain, Trinidad, March 16, CANA--Barbados Prime Minister 
Tom Adams says his country will stick by its decision to float its currency 
against the Jamaica dollar, THE EXPRESS newspaper here reported. 


The Barbados action was taken in retaliation to Jamaica's decision last 
January to set up a two-tiered currency exchange system that resulted in a 
more than 50 per cent hike in the retail prices of Barbadian goods on the 


Jamaica market. 


ince then, governors from regional central banks have met in Trinidad and 
said suggestions have been made, but no action has been taken to restore 
rmalcy to intra-regional trade. Jamaica has said it will not dismantle 
— 


new systen. 


And, Mr Adams told THE EXPRESS: "Barbados has taken a decision and nothing 


has happened so far to dictate an alteration of that decision." 


ided that it was expected that the CARICOM Multilateral Clearing 

ity (CMCF), the body that regulates trade in the region, will continue 
eral and multilateral discussions with Jamaica and her trading partners 

‘and a solution may be arrived at in the fullness of time." 


r 
a 
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Asked if the Barbados action was in breach of International Monetary Fund 
(IMF) regulations as suggested by Jamaica, Adams said the IMF was guilty of 
breaking its own rules as it must have done in allowing Jamaica to intro- 
duce the two-tiered system. 

"We certainly have not had any complaints addressed to us from the IMF about 


“vc 


the matter," Mr Adams said, adding: “It hasn't been raised or discussed." 


e e 


=xplained that “one or two'' items have been exempted from the Barbados 


rrency float, such as government payments “but commercial transactions 


Se eh Re we ee 


will proceed on a bilateral basis.’ 
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COUNTRY SECTION BARBADOS 


PAPER VIEWS REID'S CALL FOR COMMON STRATEGY 
FL211755 Bridgetown CANA in English 1633 GMT 20 Mar 83 


[Text] Bridgetown, Barbados, March 20, CANA--Barbados' SUNDAY SUN news- 
paper said today that a call by Guyana's Prime Minister Dr Ptolemy Reid 

for a common strategy towards solving the region's economic problems was 
likely to be viewed with suspicion by the other members of the Caribbean 


Community (CARICOM). 


Dr Reid, in an address to the second meeting of the CARICOM ministers with 
responsibility for the integration of women in development, said the 
Caribbean Community must stand or fall together. 


Said the paper: Dr Reid should, in the first place, remember that when 
the Caribbean Community (with a small "c"') first tried to stand together, 
his country opted for a so-called "continental destiny." Perhaps if, at 
that time, Guyana had chosen the Caribbean, the Federation of the West 
Indies might have succeeded, who knows? 


"Guyana, he should know, started life as an independent nation with the 
greatest expectation. It was the largest of these territories, rich in 


its resources," the newspaper said. 


It added: "It promised much, and if the expectation has failed, he should 
ask himself the reason why. He should not come seeking the help of those 

whose hopes were coldest [words indistinct] despair most fit, but who are 

making the best of their opportunity.” 


The paper said: "The fact is that Guyana finds itself in its present plight 
because of its own mismanagement, any call for regional unity in economic 
strategy now sounds hollow, and other members of the community are entitled 


to look upon it with suspicion. 


"In particular, those countries which have found great difficulty in trad- 
ing with Guyana must be most wary. 


"It is all very well to talk about struggling for a new economic order to 
provide us with a chance for people to develop in dignity and self-respect, 
but the real question is: What chance have the people of Guyana been given 
so to develop under a repressive government, wasting funds on over- 
burdening military expenditures?"' the SUNDAY SUN asked. 


CSO: 3298/1229 

















COUNTRY SECTION BRAZIL 


LABOR BLOC OF SMALL PARTIES IN CHAMBER; PDT-PTB MERGER 
Small Parties Form Bloc 
Sao Paulo O ESTADO DE SAO PAULO in Portuguese 4 Feb 83 p 5 


‘Text] Brasilia--The PDS [Social Democratic Party] and the PMDB [Brazilian 
Democratic Movement Party] were taken by surprise when the small parties--the 
PDT [Democratic Labor Party] (23 deputies), the PTB [Brazilian Labor Party] 
(13 deputies), and the PT [Workers Party] (9 deputies)--decided yesterday to 
form a congressional bloc that will be duly organized and have official commu- 
nication with the speaker of the Chamber of Deputies. The labor bloc will be 
active in votes taken in plenary sessions. 


The decision was made during an informal meeting held yesterday after the 
speaker of the Chamber of Deputies had met with the party leaders. Ivete Vargas 
(PTB), Airton Soares (PT), Boyacuva Cunha (PDT), and the secretary general of 
the PDT, Matheus Schimidt, decided to examine the possibility of acting in con- 
cert in the full chamber, but "without systematic alignment." 


Since no one disagreed, the labor parties passed from theory to practice. In 
fact, it was an alliance between Ivete, Brizola, and Ignacio da Silva to avoid 
being subject to either the PDS or the PMDB in struggles in the full chamber. 
Beginning on 1 March, whenever one of the "little guys" requests a roll call in 
a plenary session, the other two will give their support, thus ensuring the 


quorum required by the rules. 


Such a request must be made by a leader representing at least 20 deputies. Be- 
sides the two major parties--the PDS and the PMDB--only the PDT meets that re- 
quirement. Because of that rule, Matheus Schimidt, secretary general of the PDT, 
and Bocayuva Cunha, leader of the party congressional bloc, have announced that 
whenever the PTB and the PT want to avoid symbolic votes by "sitting and stand- 
ing," Brizola's party will give the support needed under the rules. 


In addition, the three small parties agreed to examine the agenda for the day 
jointly. If disagreements arise concerning bills on the agenda, each party will 
vote independently, and there will be no alignment. 


The PDT, the PTB, and the PT reaffirmed their opposition to the government's 
decree-law amending the Wage Law. 














tand adopted yesterday by the three small parties confirms the intention 
e PDT and PTB not to align themselves with the proposed "bloc" being ad- 
vocated by Ulysses Guimaraes and Freitas Nobre of the PMDB. 


Also yesterday, the chairman of the PMDB again supported the formation of that 
bloc, and Ivete Vargas, chairman and leader of the PTB, again declared that her 
party will maintain "an independent position" in Congress by examining each 
item on the agenda. 


From now on, leaders Nelson Marchezan (PDS) and Freitas Nobre (PMDB) will have 
three times as much work: when they need the support of one of the small parties, 
they will have to talk to the three leaders: Ivete Vargas, Bocayuva Cunha, and 
Airton Soares. 


Formation of Labor Bloc Denied 
Rio de Janeiro O CLOBO in Portuguese 8 Feb 83 p 3 


(Text! Brasilia--Deputy Airton Soares, leader of the PT, said yesterday that 

fe was there even any consideration of the possibility of forming a 
loc in the Chamber of Deputies. He attributed the "ambiguities" in that 
respect to an agreement signed between the PTB and his party to cover the spe- 
of a request for a roll call to establish the presence of a quorum, 
er of the two has the number required under the rules--20 deputies-- 


to make such a request separately. 


The agreement was reached with the endorsement of Bocayuva Cunha, leader of the 
PDT, who also promised to support those two parties when one of them considers 
it necessary to request verification of the quorum. According to Airton, the 
PT and the PTB did not receive the PMDB's endorsement solely because that 


- + 


party's leader, Deputy Freitas Nobre, was unable to attend the meeting at which 
the matter was discussed. 


By formalizing the agreement, the PT and the PTB intend--according to their 
leaders--''to liven up activities in the plenary sessions and do away in practice 
with the so-called leadership vote." As a result, there will be a roll-call 
vote on any bill if one of those parties desires it. And the deputies will be 
forced to spend more time in Brasilia, otherwise they will be considered absent 
and will lose the portion of their salary that they receive for attendance. 


h y also be cases where neither party is interested in verifying the pres- 
ence of a quorum, but with the agreement now having been established, each party 
cally required to comply in support of the other. 


bes 


Merger Postponed 


/ 


Sao Paulo O ESTADO DE SAO PAULO in Portuguese 20 Feb 83 p 4 


‘Text] Brasilia--Senator Roberto Saturnino, political coordinator of the PDT, 
acknowledged yesterday that his party's merger with the PTB (headed by Ivete 
Vargas) “is a matter that has now been postponed." Saturnino explained that 











the PTB is such a heterogeneous body, with groups favoring and opposing the 
merger, that it is difficult to get the project moving. 


Roberto Saturnino said that the PDT would like to see its political cadres in- 
clude several PTB congressmen regarded as being of the best quality--examples 
being the representatives of Rio de Janeiro state--but not people "such as 
former President Janio Quadros and Deputy Vilela de Magalhaes, who keep dancing 
from one side to the other.” 


Saturnino went on to say that during the last meeting by the national committee, 
which was held in the city of Mendes in Rio de Janeiro shortly before Carnival, 
the list of difficulties in connection with the merger led the PDT to decide in 
or of greater emphasis on establishing Brizola's party more firmly. With 

at in mind, it acknowledged that the merger is an issue that has now been 


The senator from Rio de Janeiro feels that without the merger, the PDT will have 
to try to consolidate its position in such states as Sao Paulo and Minas Gerais, 

here the party's support is weak, but he did not explain how that would be done. 
did suggest, however, that an alliance with the PT might be attempted. 


that, he said there was no basis for the rumor that precisely for the 
of seeking an alliance with the PT, Governor Lionel Brizol> is trying 
ngthen his ties with that party by inviting the PT's former candidate 
rernor of Rio de Janeiro, Lysaneas Maciel, to become secretary of labor 

i nis , adeietatention. That rumor has been persistent in Rio de Janeiro politi- 
cal circles, especially since Brizola visited Lysaneas at length in his home 
and talked to him privately for almost 2 hours with no witnesses. 


wm 
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TRY SECTION BRAZIL 


ala las’ 
CUUN J 


VIACAVA RELEASES NEW COMMODITY EXPORT TAX RATES 
Sao Paulo O ESTADO DE SAO PAULO in Portuguese 23 Feb 83 p 26 


(Text! Brasilia--This year alone, the government is going to collect about 

500 billion cruzeiros in export taxes (the exchange confiscation) on the prin- 
cipal exportable commodities. The tax rates, which have now been corrected, 
range from 9 to 20 percent. This was announced yesterday by Carlos Viacava, 
secretary general of the Ministry of Finance, as he released the Central Bank's 
resolution containing the new list of 50 products. 


In addition to reducing the maximum rate from 30 to 20 percent, the new list 
excludes a number of products, which will therefore no longer be taxed. Ex- 
amples are fish, milk and milk products, products of animal origin, live plants 
and flowers, legumes and vegetables, edible fruits, some cereals, milling indus- 
try products, malt, starches, gums, resins, vegetable juices and extracts, ma- 
terial for plaiting, and some vegetable oils. The rate for corn and cotton has 
been increased from 10 to 20 percent, while in the case of hides and skins, it 
has been reduced from 20 to 9 percent because, according to an agreement with 
the United States, the tax on those products cannot be greater than 9 percent. 


Viacava explained that taxation of these products is determined by the fact that 
in some cases, the Brazilian supply is large and may have a negative effect on 
international prices, while the limited quantity of other products could affect 
domestic supplies, resulting in higher prices. 


Revenues collected from the tax on these products will be used to pay the credit- 
premium of 11 percent which, according to the Federal budget, is estimated to 
total 220 billion cruzeiros. According to the secretary general of the Ministry 
of Finance, the amount left over will be used to pay other costs that the gov- 
ernment will incur as a result of the maxidevaluation (that is, to cover the 
exchange correction on ORTN's [Renegotiable Treasury Bonds] and offset the loss 
of revenue caused by reducing the IOF [Tax on Financial Transactions] on imports 


of raw materials and certain kinds of equipment). 


(See the list on the following page. ] 
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Annex to Resolution No 800 dated 22 February 1983 





Brazilian Nomenclature 





of Commodities Number Product Rate (7) 
92.01.01.00 Beef, fresh, refrigerated, or frozen 10 
02.01.08.04 Tongues of animals classified under sections 

01.01 through 01.04, fresh, refrigerated, or 
frozen 10 
02.01.08.99 All other edible giblets or pluck from 


animals classified under sections 01.01 
through 01.04, fresh, refrigerated, or frozen 10 








05.04.02.00 Beef tripe 10 
08.01.05.00 Brazil nuts 10 
08.01.06.00 Cashews 10 
09.02.02.99 All other black tea 10 
99.03.00.00 Mate 10 
09.04.01.01 Black pepper 10 
09.04.01.02 White pepper 10 
10.05.00.00 Corn 20 
12.01.04.00 Soybean seed and fruit 20 
i5.07.00.00 Vegetable oils, fixed, soft, or solid: crude, 

purified, or refined, except those in sections 

15.07.01.03 and 15.07.02.03 20 
18.01.00.00 Cocoa beans, whole or pieces, raw or roasted 20 
18.02.00.00 Shells, skins, and other waste or residue 

of cocoa 20 
18,.03.00.00 Cocoa mass or blocks (cocoa paste, defatted 

or not) 20 
18.04.00.00 Cocoa butter, including cocoa fat an. oil 20 
18.95.00.00 Cocoa powder, unsweetened 20 
20.97.01.05 Orange juice, concentrated 20 
20.07.01.06 Orange juice, not concentrated 20 
20.07.01.13 Tangerine juice 20 
21.07.06.00 Canned palm cabbage 20 
23.04.03.00 Meal, cake, and other residue of the extraction 

of cottonseed oils, excluding dregs 20 
23.94.05.00 Meal, cake, and other residue of the extraction 

of soybean oil, excluding dregs 20 

3.94.99.00 Other residue of the extraction of vegetable 

oils 20 
23.06.01.00 Citrus pulp meal 20 
24.01.00.00 Tobacco, raw or unprocessed; waste or residue 

of tobacco 20 
Chapter 26 Metallurgical ores, slag and ash (all classi- 

fications) 20 
Chapter 41 Hides and skins g 
43,.91.00.00 Furs, undressed 20 
44,01.00.00 Firewood in any form, waste and residue of 

wood, including sawdust 20 
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Sharcoal (including charcoal from hulls 

and seeds) and charcoal briquettes 

Wood in the rough, including shaped or 

roughly hewn 

Wood, roughly squared 

Silk, silk floss (schlappe), and silk waste 
(bourette), excluding classification 50.09.00.00 
Wool, not carded or combed 

Raw ramie 

Cotton, not carded or combed (raw) 

Cotton linters 

Waste or residue of cotton (including yarn), 
not combed or carded 

Cotton, carded or combed 

Jute and other bast textile fibers not 
specified or included elsewhere: raw, stripped, 
or otherwise treated, but not spun; tow and 
waste or residue of such fibers (including yarn) 
Other vegetable textile fibers, raw or worked 
vut not spun; waste or residue of such fibers 
(including yarn) 


10 


10 

















COUNTRY SECTION BRAZIL 


NETTO: FIRMS HARMED BY MAXIDEVALUATION TO BE COM’ENSATED 
Sao Paulo O ESTADO DE SAO PAULO in Portuguese 23 Feb 83 p 25 


(Interview with Antonio Delfim Netto, minister-chief of the Planning Secretar- 
iat of the Presidency, on 22 February 1983; original paragraphing not followed] 

[Text] In an interview with 0 ESTADO DE SAO PAULO yesterday, 

Delfim Netto, minister-chief of the Planning Secretariat of 

the Presidency, said that special treatment will be accorded 

firms that experience financial difficulties this year be- 

cause of the maxidevaluation and are umable to export. Ac- 

cording to the minister, “we intend to review the mechanisms 

that were in operation in 1979, and we are going to put them 

into effect." One of those mechanisms compensated non- 

exporting firms for the harm done to them by the maxidevalua- 

tion of 7 December of that year (which also amounted to 30 

percent) by granting them tax relief through the income tax. 


Delfim reiterated that the government will not institute price 
controls because of its experience in 1967, when 40,000 prod- 
ucts came under the control of the CIP [Interministerial Price 
Council], but it will talk to the businessmen and prevail upon 
them not to pass on the cost of the maxidevaluation in a spec- 
culative manner. The government's main concern is with price 
correction in connection with fuel and wheat, but in the case 
of fuel, Delfim claimed that the maxidevaluation will require 
an increase of only 13 percent in fuel prices because of the 
15-percent drop in petroleum prices. That 13 percent will 
be spread out over the next few increases, with an extra 2 or 
3 percent being tacked on to each price increase. 


Below is the text of the minister's interview. 


[Question] Mr Minister, people in both academic and business circles have been 
criticizing the maxidevaluation. There is criticism from those who support the 
maxicevaluation, and there is criticism from those who disagree with it. The 
most frequent criticism from those who support the maxidevaluation is that it 
was overdue: that the government was in no position to decide on a maxidevalua- 
tion at the very start of the year--in other words, the government was in no 








position to judge that there would not be a recovery in the markets or a recov- 
ery by the dollar and that as a result, the time for the maxidevaluation to 
take place was the start of the year. What do you think of that criticism? 


Answer} 1 think it is the criticism of a Monday morning quarterback. What- 
ever step is taken, you can aiways say that it was too early or overdue. I 
doubt chat it was overdue. In my personal opinion--and I think my opinion is 
worth at least as much as that of the people doing the talking out there--it 
came at the right time: it came at the point where it was apparent that despite 
art of a recovery in the United States, there would be no weakening of 
lla c¢ that as a consequence, we could not expect the movement of the 
in relation to the lira, the British pound, the franc, and the German 


dollar in 
mark to bring it back to previous levels. That is what it is all about: the 
adaptation of the Brazilian economy to a devaluation that has already occurred 


with other countries. This is an extremely important point. We had expected 
id not happen, so we decided to move ahead by making 
overdue: I feel that it came at the right time. 


happen that 


rr 43 
~V — a 
ction. at was not 


» othe icism from those who support the maxidevaluation-- 
and this is the case specifically with Prof Mario Henrique Simonsen--is that it 
l f it is not accompanied by a number of supplementary measures 


wi do no good i 

such as, for example, serious restrictions in the monetary policy and price 
controls. Indications are that the government will not adopt either of those 
measures why? 

\Anmswer,; [It is not trie that the government will not adopt either measure. It 
will adopt one, but not the other. Control of the means of payment will con- 


e exactly the same. We are not going to alter the limits being es- 
tablished in our monetary budget: we are going to work within those limits. 

ng to try to contain the expansion in the means of payment. As for 

rols, I can say something about that. In 1967, we introduced the 

ls through the former CIP. For a time, it worked very 
guately. It was a process of keeping up with costs. We 
nz over 40,006 prices, and that is obviously impossible. 
a lking to the businessmen to reestablish certain cost struc- 
res and help them control the price of their raw materials. It is obvious 

flation rate of between 5 and 6 percent per month, price controls 

are a very ineffective instrument. 
‘Question] Mr Minister, if the monetary policy is going to remain restrictive, 
e means of payment being closely controlled, how is the government going 
ve the problem of monetary expansion that will be created, for example, 
deposits under Resolution No 432, which are going to be much more expen- 


government”? 
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is no problem. That will be a problem only when it materializes, 


' « aa } - 
answer ; inere a> bit ‘ 
~ 
. 


alize with the passage of time. The foreign exchange reforn-- 
che maxidevaluation--was carried out in such a way that the variation in reve- 
riat 
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nues and the va ion in expenditures will be more or less in balance. That 
is a condition imposed by the reform and one that we imposed internally. 
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(Question} A frequent criticism from those who oppose the maxidevaluation--I 
am referring specifically to the businessmen--is that they trusted the govern- 
ment a year or a year and a half ago when it encouraged them to look for funds 
on the foreign market to help solve the problems in the balance of payments. 
They were then surprised--to use the most common expression--at the maxidevalu- 
ation and the absence of any direct mechanism for offsetting the damage caused 
Dy the maxidevaluation. 


Answer} Let us distinguish between two things. First, it is true that they 
ent looking for funds abroad--and in so doing, they helped solve part of the 
roblem with the balance of payments--but they only went looking abroad becaus- 
money was cheaper there. So let us present the facts as they are: it was more 
advantageous--it was cheaper--to look for money abroad. It was cheaper to in- 
vest with foreign funds and less of one's own capital. That was done. It does 
not mean that the government will stop supporting those that experience diffi- 
ties. Wwe are working up an entire system, as we did in 1979, to support 
se that produce less in 1983 and may encounter major liquidity problems. 
we are establishing an institutional mechanism at the National Economic and 
Development Bank that will include three funds for three specific pur- 
es: first, capitalization; second, the financing of export investments; and 
rd, the financing of minor substitutions for imports. Businessmen who coop- 
ted the last time around must understand that it is necessary really to 
cooperate, since Brazil belongs to all of us: they must direct their efforts 
toward the export sector. If we want to grow--and I feel that the maxidevalua- 
tion is a basic tool for growth--and if we want to protect national manpower-- 
and the maxidevaluation is a basic tool for protecting national manpower--we 
all turn our attention to exports. There are obviously some sectors where 
n s impossible--service sectors and sectors dealing in goods that are not 
transnational--and they need to be given a degree of special support. What I 

v is that now as before, none of those businessmen talking out there-- 
some of them even with an air of despair--has been abandoned by the government. 


>t when they had problems because of maxidevaluation--only when they did some- 
thing stupid on their own. So we will continue to provide that support. We 
have an interest in seeing national industry progress: we have an interest in 
-eeing national industry develop. It is necessary to us that national incu 
move in the direction of expanding its exports or of substituting for imp 
Question} One of the criticisms is based precisely on that point. It is tha 
exceot for those two segments of the economy--exports and import substitut 
ne has a chance. With the maxidevaluation, there is no way of compensating 


, pardon me, but all of agriculture will draw extraordinary advan- 
tages from the maxidevaluation, because the export tax is obviously a temporary 


: . 
‘ a ae 
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tax that will be abolished as time goes on. It was established only to protect 
the foreign price of those products. So the big beneficiary of the maxidevaiua- 
tion will be agriculture and, as a consequence, the rural workers. in the 


of industry, all industries will benefit. It is rare that an industry cann 
it least part of its effort to exports. When it cannot do so, the 
2 process of adjustment that will be a little difficult, but even so, 


that industry will not be abandoned by the government. 














[Question] In the maxidevaluation of 1979, for example, the government estab- 
lished a compensatory mechanism through the income tax. Will that mechanism 


be restored now? 


[Answer] We intend to review the mechanisms that were in operation in 1979, 
and we are going to put them into effect. 


[Question] Mr Minister, another position taken by the government that is also 
being criticized, especially in business circles, is its view that more than 

the maxidevaluation will be required to solve the export problem--that the prob- 
lem with Brazil's exports, as with exports all over the world, is currently a 
market problem. If there is no market and no reopening of markets, especially 
the markets that Brazil has been winning in the Third World, the growth in ex- 
ports that tne government is expecting is not going to happen. 


(Answer} Obviously, there is a market problem. But we are an infinitesimal 
part of the worldwide market. We account for less than 1 percent of the world 
market. What this means is that if exports rise by 0.1 percent, they are grow- 
ing 5y about 10 percent. So it is completely ridiculous to imagine that by in- 
creasing our power to compete, we will not be able to accomplish that. We have 
done it in the past, and we will repeat it in the future. What you mentioned 
is an old theory that the ECLA [Economic Commission for Latin America] devel- 
oped in 1945. That theory ruined Brazilian trade for years. It is the theory 
of the inelasticity of exports. It actually comes from an academic who is in 
the wrong spot--that is, he is still reading, in Spanish, a report from many 
years ago. It is impossible to separate the two things completely. It is true 
that there is a problem with the market, but there is also a problem with conm- 
petition. So if I tell you that we are yoked to the dollar and that the franc 
has been devalued by 40 percent in relation to the dollar, would you believe 
that that is a market problem? If the German mark has been devalued by 25 per- 
cent in terms of the dollar and we are tied to the dollar, is that a market 
problem? If the yen has been devalued by 21 percent, is that a market problem? 
It is precisely in the major markets that the possibility of selling very much 
is small. What is Brazil thinking of? Brazil is thinking of increasing its 
exports by $2 billion or $3 billion, and that is an insignificant amount, be- 
cause half of it represents raw materials. What we really need to do is compete 
more. We need to give the exporter the conviction that he is in a position to 
really expand his exports. And that is the conviction that we are putting 
across. That is what will make exports increase. Brazil has many problems, 
but it has one advantage: if there is an active class of businessmen anywhere 
that can spot profit from afar, that class of businessmen is Brazilian. That 


is why Brazil is going to be a developed country. 


‘Question] Mr Minister, it seems that the most critical problem in absorbing 
the effects of the maxidevaluation is centered on the price of fuel and wheat. 
If those effects are going to be absorbed as the period progresses, it means 
that there will be deficits in the petroleum account and the wheat account. 

So there will have to be additional monetary expansion to take care of that. 


fAnswer] No. Let us think a little. You have had a maxidevaluation of 30 
percent, but petroleum prices--foreign prices--have just dropped by almost 15 

















So if you take the 15-percent drop in the price of petroleum into 

C y how much will you really have to increase prices? By about 13 per- 
cent domestically in addition to the planned increases. There is nothing 
deadly about that, especially if adjustments are made throughout the year. 
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Question] That is 13 percent above what normally... 


(Answer) Above what we were going to do anyway. So you can have a 2- or 3- 
percent increase every time you raise the price and absorb it. In the case of 
neat, we are trying a few substitutions. We have already made considerable 


2 


progress. If we tried to eliminate the entire wheat subsidy, the price of 
dread would rise by 20 or 25 percent, and that is too much. That is why we 
are not doinz it all at once. And we have already made a lot of progress to- 
warc eliminating that subs‘tdy. We are going to work throughout 1983 and elimi- 
nate it. I feel that what exists is a lot of talk without information and a 
Lot of anticipation of a price increase. What I would really like is for a 
lignt to come on inside the head of every guy who anticipated the price increase 
yn account of inflation, especially after Carnival and in the face of a Friday 
with meat. We would have fairyland illumination in this country. 

uestion) Mr Minister, there will be no price control--you have just said so-- 


nut what is going to change in the price policy following the maxidevaluation? 
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: se are trying to work with the businessmen according to a responsible 
licy. They are being called on and talked to so that they will not antici- 
te price increases--so that when they feel the impact of those increases, 

v ll come talk to us to see if we can determine whether the impact is 
easonable and whether we can do something to reduce it. In fact, there is a 
nstituting certain cost structures so that we can help. [t is 


ent's intention to reestablish price controls. 
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estion!) Ome possible effect of the maxidevaluation on exports is an exacer- 
»f protectionism, with importers wanting to benefit from the gains made 
rters. Does the government have a strategy? Is the government thinking 
at problem and about what it can do? 


Zs 


ire the last ones to devalue: all of our partners have already de- 
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valued We are simply making a correction. I think that is an important thing 
to remember. In Brazil, we keep thinking the maxidevaluation is a disgrace 
even though all the European countries have used it in an attempt to reduce 
their problems. It is impossible that all of them could be incompetent at the 


n} Mr Minister, concerning the volume of funds for PROEX and PROXIM, 
savy approximately how much will be used this year? 


> 


Wer ' don't know, but I think the forecast is on the order of 200 billion 
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three funds. 
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fwo hundred billion. How about the term 


-r} They will be announced shortly, possibly at the beginning of next 











[Question] But the rates of interest and the terms will be preferential, will 
they not? 


[Answer] No. There will be monetary correction or foreign exchange correction 
plus a rate of interest. The term is a little longer. 


[Question] Concerning your review of the compensatory mechanisms used in 1979, 
what will be done now? Is it possible that firms which have real problems and 
cannot export may be compensated through the income tax, as happened in 1979? 


[Answer] We will have to analyze it. Firms that have real financial problems, 
let us say in 1983, and cannot export will be given special treatment. 


[Question] The report by the IMF that was published in O ESTADO DE SAO PAULO 
on Saturday covered a number of points. The first was that the government had 
promised to reexamine the calculations in the INPC [National Consumer Price In- 
dex] to purge certain effects of the maxidevaluation. 


[Answer] That is not true. 

[Question] It is not true? 

(Answer! It is not true. First of all, that Saturday report does not exist. 
Flavio Pecora: It is not written that there is a promise. 

[Question] The report has been expunged... 

fNetto] I don't know who made the report. 


(Question] There is no promise concerning the INPC? Are our commitments lim- 
ited to the letter of intent and the technical memorandum of understanding? 


‘Answer}] That is logical--there cannot be anything else. 


[Question] You mentioned that production might rise by about 1 or 1.5 percent 
this year, while the report mentions a drop of 3.5 percent. Are you sticking 


by your opinion? 


[Answer] I am sticking by my opinion. As I said, this year the country will 
grow by about 1.5 percent. In my opinion, with a little luck, it may again 
grow by 1.5 percent or even a little more. It may grow again provided that we 
are successful with our exports. 


‘Question] Mr Minister, was there a consensus in the government concerning the 


maxidevaluation? 
(Answer] Of course there is no consensus in the government. 


That is one of the interesting questions you have asked. Maxidevaluation is a 
measure adopted personally by the president of the republic himself. You can 


tn) 


—— 

















explain the facts to him, and then he analyzes them. And what is worse, he does 
not discuss the matter with anyone: he assimilates it all and then one day he 
tells you: "I agree." 


[Question] I asked you that because it seems that there have been some minor 
problems inside the government. The director of CACEX [Foreign Trade Depart- 
ment] wants to resign... 


[Answer] Because of the maxidevaluation? 

[Question] Because of the maxidevaluation. 

[Answer] Ask him if that is true. It is important. 

[Question] I am asking you because the newspapers are mentioning two individ- 
uals very close to the planning minister who reportedly would be affected by 


that decision: Secretary Viacava reportedly would go to CACEX, and Dr Pastore 
would go to the General Secretariat of the Ministry of Finance. 





[Answer] Look, I don't know the slightest thing about this. Let me tell you: 
it would be perfectly absurd for the director of CACEX to resign because of a 


maxidevaluation. 
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COUNTRY SECTION CUBA 


IMPORTANCE OF SOVIET ECONOMIC AID REPORTED 
Zurich NEUE ZUERCHER ZEITUNG in German 10 Mar 83 p 19 


[Article by E.W.: "Cuba's Economy in the 25th Year of Its Revolution") 


(Text] Havana, March--In the 25th year since Fidel Castro's seizure of 

power in January 1959, Cuba shows some progress on the road to the 
repeatedly promised "socialist paradise," in which every citizen is supposed 
to be entitled to a living standard comparable to Western levels. However, 
overall the economic balance sheet provides a rather gloomy picture and also 
the prospects for the foreseeable future are by no means rosy. Not one of 
the three biggest problems has gotten closer to solution: first of all, 

the nearly complete dependence on Soviet subsidies; secondly, the decisive 
importance of sugar harvests, sugar quotas and sugar prices; and thirdly a 
rapidly increased foreign indebtedness to hard-currency countries have 


continued. 
Moscow's Massive Contributions 


Official figures on Moscow's economic aid are not available. According to 
the latest estimates by Western and neutral sources, it amounts to roughly 
one fourth of the Cuban GNP; there is also no official information on the 
extent of the latter. According to the U.S. State Department, it reached 
approximately $ 6 billion in 1982. Cuba receives support for the most part 
in the form of artificially high prices for its sugar deliveries to the Bloc 
and in the form of far below world market prices for its oil purchases in 
the Soviet Union. In truth, some of the oil deliveries do not originate in 
the Soviet Union for transportation reasons, but in countries nearer to 
Cuba, such as Venezuela and Mexico, and these deliveries are offset by 
Soviet deliveries to Western countries. 


Moscow bought 2-2-1/2 million tons of Cuba's 1982 sugar harvest of 
approximately 8 million tons at 4 price corresponding to about six times the 
prevailing world market price. In the opinion of neutral observers, the two 
main contributions together constitute a value of $ 7-9 million a day. In 








addition, there are long-term, low-interest credits and significant Soviet 
military aid which is said to have greatly grown again recently, so that 
Moscow's contributions are likely to have reached a daily value of not much 


less than $ 11-12 million. 
Small Extent of Diversification 


Despite all efforts directed toward diversification, sugar continues to be 
the by far most important product and the decline of the international sugar 
prices constitutes one of the main problems of the Cuban economy. The sugar 
industry accounts for at least 10 percent of the GNP and about 13 percent of 
the gainfully employed population. But the industry is even far more 
important to Cuba than these figures indicate. The annual production in 

the past 10 years has steadily grown and now appears to be stabilized at 
nearly 8 million tons; nevertheless, the proceeds are declining once again. 
In 1974/75, a high-price period, the share of sugar proceeds constituted 82 
percent of the total export income and for a short time the overall foreign 
trade deficit had nearly disappeared. Thereupon the government placed 
sizable orders for machines and equipment with Western industrial countries, 
some of which soon thereafter had to be canceled when the sugar prices 
greatly declined. Even penalties for breach of contract had to be paid. 
According to official estimates, 1982 income from sugar exports amounted to 
$ 800 million in convertible currencies (nearly half of the entire proceeds 
in hard currencies). A little more than 20 percent of the entire proceeds 
from sugar exports came from hard currency countries; from Bloc countries, 
Cuba received less than 10 percent of convertible currency while most was in 
the form of transfer rubles. Hard currency proceeds for 1983 are expected 
to be cut into half because of the further disintegration of the world sugar 


price. 


The sole other important export product is nickel, which constitutes about 8 
percent of total exports and for which Cuba for the most part is also paid 
in rubles, also at a preferentially high price. In addition, primarily fish 
and other ocean products, tobacco (above all in the form of cigars), coffee, 
and citrus fruit are being exported. Barely 2 percent of total exports are 


finished industrial products. 
Debts 


The indebtedness toward the Soviet Union, insofar as it can be termed as 
such, 18 subject to special laws and is rather a political issue than an 
obligation according to commercial aspects. In addition, Cuba owes its 
“capitalist” economic partners--mainly France, Canada, Spain, and the FRG-- 
$3-4 billion, of which $1-2 billion are due this year and are now the 
subject of debt-rescheduling negotiations. Overtaxing the ability to pay 
nas led to a noticeable shortage of capital, which hempers and delays the 
government's modernization and industrialization plans and also causes a 
constant increase in import restrictions, resulting in growing supply gaps 
felt by nearly everybody. In 1982 imports from hard-currency countries 
were reduced by 35 percent after having increased by 27 percent in 1981 








mainly as a result of the high sugar prices in the preceding year. Further 
drastic reductions are planned for 1983. 


Difficult History 


The first decade of "Fidelismo” had been characterized by the total 
restructuring of society and the economy, particularly by farreaching 
redistribution of income, by the agrarian reform, by complete reorganization 
of the labor market, and by massive and expensive projects in the health and 
educational systems. At the end of this period, a new generation of 
disciplined and well-trained workers were available, of course all of that 
at the price of a private consumption stagnating at the very low pre- 
revolutionary level. Following the diversification period of the first half 
of the seventies, the government set up its first 1976-1980 five-year plan 
with targets requiring large sums of capital. In this period the real 
mational product increased by 4 percent annually with a growing share for 
the construction industry and for agriculture and a declining share for 


trade. 


Rising wages with relatively stable prices resulted in a modest increase in 
the living standard and productivity grew at an annual average of 3.4 
percent. The second half of the seventies also brought a marked worsening 
of the terms of trade (declining sugar prices and higher energy prices) and 
thus the first serious balance of payment problems. There were high trade 
deficits with the hard-currency countries. Further price reductions for 
Sugar, increasing interest rates on the international money markets, 
intensification of the U.S. trade embargo (labeled in Cuba as "economic 
blockade") and finally a drastic reduction of the credit accommodations by 
foreign banks have narrowed the scope for new experiments especially since 


1981. 
Uncertain Plan Prospects 


In the 1981-1985 five year plan, "accelerated socialist industrialization 
through rationalization and improved productivity" is mentioned, but at the 
same time it is admitted that achievement of these goals largely depends on 
the development of foreign credits. In this connection, the long list of 
quantitative plan goals for the various economic sectors can hardly be taken 
seriously. True, in the coming years Cuba places its hopes on higher sugar 
prices, greater nickel exports, a further increase in tourism, and an 
improvement of the balance of trade in industrial products but in none of 
these assumptions is the starting posititon particularly favorable. 
According to a recently published UNCTAD medium-term prognosis, there is 
little hope for a significantly higher sugar price and even less for a 
marked improvement of sales opportunities in hard-currency countries. For 
nickel, the UNCTAD projections assume a significant economic upturn in the 
consumer countries. In contrast to the 10 preceding years foreign exchange 
income from tourism in 1982 does not appear to have grown. 


According to the estimate of Cuba's economic planning office, the country 
needs annual imports’ to be paid for in hard currency of at least $ 1.5 











billion at constant 1982 prices to utilize near capacity its own economic 
potential and to implement the current investment projects. Of the total 
amount, 10-15 percent is to be spent for consumer goods, 55-65 percent for 
semifinished products, and the balance for capital goods. Most of these 
"vical" imports are to benefit the export industry and the substitution of 
imports, with high priority to the energy and capital-goods industry 
sectors. 


At present Cuba produces small quantities of oil, but has, at least on 
paper, a program for prospecting in the coastal waters providing for more 
than 200 test drillings up to 1985. Nuclear power plants are also 
mentioned. Cuba has a modest, but apparently expandable, steel industry that 
can be supplied with the country's own iron ore (as a byproduct of nickel 
production). Two relatively new cement factories (one built by the GDR and 
one by the FRG) are already exporting to other Caribbean islands. A factory 
built with UNDP aid for the production of newsprint from sugar cane bagasse 
is also regarded as promising. For the time being, this is a relatively 
small experimental plant that is to be expanded to the point of being able 
to export. It will depend on the continued availability of capital for 
large projects whether or not such hopes can become reality. 
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COUNTRY SECTION CUBA 


COUNTRY'S COOPERATION WITH ETHIOPIA DISCUSSED 
Havana PRISMA LATINOAMERICANO in Spanish Jan 83 pp 24, 26 


{Article by Victor Carriba] 


[Text] Eight years after the overthrow of fuedalism and suffering from the 
consequences of the economic crisis that is emanating from the industrialized 
capitalist countries, Ethiopia is committing itself to its development with 
the emphasis on cooperation with other nations. 


The solution of extremely serious social problems, such as illiteracy and the 
absence of a public health system (inherited from Haile Selassie's empire), 
industrialization and the development of an infrastructure that will allow 
economic reconstruction are the main directions of the present plans of the 
revolutionary authorities. 


In all these fields, the efforts of the government headed by Mengistu Haile 
Mariam are felt daily and already at this time serious results are observed, 
achieved to a considerable extent with the cooperation of the socialist coun- 
tries and especially of Cuba. 


The Cubans have been present since 1977 in Ethiopian public health, and later 
they joined the development programs in construction, education, agriculture, 
physical planning, hydraulic resources, industry, work organization and other 
areas. 


More than 500 specialists and technicians have formed part of the Cuban inter- 
nationalist medical contingent in Ethiopia since July 1977 when the first 32 
Cuban health representatives arrived in Addis Ababa. 


Presently this number has reached 240 workers who are working in 12 of the 14 
Ethiopian administrative regions. The contingent is divided into 29 groups 
that render their services in 29 towns, covering from Mekele in the north to 
Goba in the south, Jijiga in the east and the dense Gambela in the west. 


At the beginning of the cooperation between both countries in this field, the 
Cuban doctors and technicians traveled to Ethiopia for periods of 1 year, but 
in 1979 and in response to the growing need for experts to develop Ethiopia's 
extensive health projects, it was agreed to extend the work in this African 
country to 2 years. 
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This decision corresponded to the high rates of illnesses and diseases inheri- 
d by the revolution which triumphed in 1974. Among them the following stood 
t an infant mortality of 155 for every 1,000 live births, 247 of every 

1,900 [children] died before 5 years of age and 20 of every 1,000 pregnant 


women died in childbirth. 


te 
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The number of dead pregnant women and of children who did not reach 5 years of 
life representated 60 percent of deaths nationally. This raw data reflects the 
health outlook that the Cubans found on their arrival in Addis Ababa. 


The statistical summary of the work deployed by the Cuban doctors in Ethiopia 
shows that 349,304 patients were treated in 1979; there were 580,000 [medical] 
consultations in 1980 and 543,902 in 1981. 


In just these 3 years, without counting what was achieved between July 1977 
and December 1978, almost 1.5 million persons benefited from the services ren- 
dered by the medical contingent from Cuba. 


- . : 
in Construction 


Land communication across inhospitable forest regions and the building of a 
actory are progressing rapidly with the direct participation of Cuban 


f 
uction workers. 


fhe first cornerstone of this cooperation was completed last May with the 

pening of two roads in the administrative regions of Illubabor and Kaffa 
in western Ethiopia which link important coffee producing zones, the chief 
-xport item, Ethiopia ranks among the world's 10 largest coffee producers. 


Both roads, which total 104 kilometers, began to be built in October 1980 
ross dense mountains that until now were inhabited only by wild animals, 
and they were completed 6 months before anticipated. 


Tne eguipment used in the construction was donated by Cuba to Ethiopia and 
th $5 million. When the work was concluded, there were left in Ethiopia 


oj 
1s wor 
ral 


Seve Ethiopian brigades taught by the Cuban builders. 

This cooperation in building also extends to the construction of a cement fac- 
cory, considered the main industrial objective of Ethiopia's economic plans up 
to 1985 


The new plant is being erected in the town of Mugher, about 100 kilometers 
Addis Ababa, with an estimated cost of $100 million. The Cuban workers 
are participating as persons in charge of the building and the industrial as- 
sembly of the plant, while the GDR is the technical consultant of the work. 


when the plant is fully operating, it will have a production capacity of 
99 tons a year, which will amply surpass the joint volume of the three 
all factories that Ethiopia presently has. 


MN 








The Cubans are also present in the building of reservoirs and dams earmarked 
for irrigation systems in agriculture. 


Educational Advance 


The study in Cuba by more than 4,000 Ethiopian children and youth at various 
levels of education and the pedagogical work of dozens of Cuban teachers in 
Ethiopia forms another of the cornerstones of cooperation between both coun- 


tries. 


The governments of Havana and Addis Ababa signed several agreements starting 
from 1978, with the aim of contributing to the eradication of the disastrous 
educational situation that the revolution inherited in this African country 
and that was characterized by 93 percent illiteracy in a population estimated 
at 30 million persons. 


In 1978 hundreds of children started to arrive in Cuba who were left orphans 
during the war waged by Ethiopia against the invasion by Somalia in 1977-78. 
Today, and just in the Karamara, Mengistu Haile Mariam, Kore, and Sene schools 
placed by Cuba at Ethiopia's disposal, 2,400 pupils are studying from the 
primary level up to middle highschool (12th grade). 


The study programs at these centers include subjects concerning the history, 
geography, culture and other aspects of an Ethiopian national character and they 
are taught together with other subjects corresponding tothe grade, within the 
work-study system that governs all Cuban educational activity. 


Regarding university studies, at the present time almost 600 Ethiopian youths 
are studying more than 30 careers at several higher education centers in the 
14 Cuban provinces. 


In mid-September of last year, President Mengistu Haile Mariam met in Addis Ababa 
with the first seven Ethiopian professionals who graduated from Cuban Univer- 


sities. 


Moreover, in Addis Ababa and other cities, Cuban professors and school teachers 
are giving technical classes or are consulting at the offices of the Ethiopian 


Ministry of Education. 


Medicine, building and education arethe pillars of the Cuban-Ethiopian coopera- 
tion and part of brotherly relations that contribute to the progress of the 
plans for development of a country such as Ethiopia, one of the less developed 
countries in the world. 
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COUNTRY SECTION DOMINICA 


BRIEFS 


SINGLE LABOR PARTY TALKS DROPPED--Roseau, Dominica, March 19, CANA--The 
opposition United Dominica Labour Party says it is no longer engaged in 
reconciliation talks with the Dominica Labour Party and the Democratic 
Labour Party over the possibility of forming a single labour party here. 
Leader of the UDLP, Michael Douglas, in a radio announcement said that his 
party would now hold its national executive assembly on March 20 (tomorrow), 
in the village of St Joseph, but gave no further details. The announcement 
by the UDLP, came as both the Democratic Labour Party and the Dominica 
Labour Party announced that a convention of both parties to ratify the 
leedership of the "Labour Movement" will be held over the Easter weekend. 
Both the Democratic Labour Party, headed by Oliver Seraphin, a former prime 
minister, and UDLP led by Douglas were formed in 1979. [Text] [FL191930 
Bridgetown CANA in English 1817 GMT 19 Mar 83] 


LIME INDUSTRY ASSISTANCE--Roseau, Dominica, March 20, CANA--The Dominica 
lime industry, a vital foreign exchange earner for a Caribbean Community 
(CARICOM) state whose economy has been assailed by a succession of natural 
disasters in recent years, is to be rehabilitated with the help of the 
Caribbean Food Corporation. The CFC, together with the Dominica Government 
and private investors from inside and outside the region, will be instru- 
mental in the infusion of new capital totalling 3,489,100 TT dollars (one 
TT dollar; 41 cents U.S.) into both the processing and cultivation sides 

of the industry. CFC's contribution to the capital investment programme 

is being financed by the Government of Holland. [FL212045 Bridgetown CANA 


in English 0941 GMT 20 Mar 83] 
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COUNTRY SECTION DOMINICAN REPUBLIC 


IMF LOAN USED TO PAY COUNTRY'S FOREIGN DEBT 
Santo Domingo LISTIN DIARIO in Spanish 18 Feb 83 p 9A 


[Text] The foreign debt of the country amounts to $1.9 billion, while the 
credit granted by the International Monetary Fund is being used to pay differ- 
ent obligations of the Central Bank or of the state to international banks. 
This was stated yesterday [17 February] by Dr Eduardo Tejera, banking consul- 
tant to the president of the Dominican Republic. 


In addition, an agreement is being reached between the Central Bank and private 
commercial banks to clean up and bring up to date various obligations under ex- 
pired letters of credit which, due to the lack of foreign exchange, the country 
could not pay to foreign institutions. 


Dr Tejera said that, thanks to the policy of economic reform which has been 
adopted and in accordance with agreements reached with the IMF [International 
Monetary Fund], private commercial banks "are very receptive and have demon- 
strated their preparedness to support the government and the Central Bank in 
their efforts to deal with existing foreign exchange difficulties and support 
the economic development program which is being carried out." 


He made clear that the Domonican foreign debt is not even remotely of the mag- 

nitude of that in other Latin American countries and he pointed to the efforts 

deing made by the government to reduce this debt and to deal with deficit situ- 
ations which in the past have required an increase in this debt. 


He oointed out that "this stabilization policy and the agreements with the IMF 
should serve to provide confidence to the international banking and entrepre- 
neurial community, since it represents the firm and serious attitude of the 
Dominican Government authorities and private sector to establish order and 
stimulate the economy and create a climate of respect and economic progress 
which is so necessary for the encouragement of new investments and an increase 
of trade among nations.” 


Dr Tejera gave a talk under the title of a "Panorama of the Dominican Economy 
in 1983" at the Seminar on Investment and Trading Opportunities in the Domini- 
can Republic which was recently inaugurated by ..1e mayor of Miami, Maurice A. 
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He made a presentation on the current economic situation which the Dominican 
Republic is experiencing and on the various measures which the new government 
1as taken to straighten out the economy and accelerate development. In his 
speech he emphasized the dramatic situation faced by the external trade sec- 
tor, due to the abrupt fall in foreign exchange income owing to low prices on 
the international market of the principal export products of the Dominican 


stated that foreigh exchange income went down by 36 percent from 1981 to 
and that this naturally has affected the economic possibilities of the 
country and the economic policy of the Dominican Government. 


He expalined the effects which the international crisis has had on public fi- 
nances and the private sector and urged the businessmen present at the meeting 
to explore existing investment opportunities in such vital areas as agro-indus- 
try, mining, tourism, and the industrial sector. 


In comparing the decline in foreign exchange receipts for exports to the cost 
mports he pointed out that imports have been maintained at very high 
levels. For 1980 the total value of imports in the Dominican Republic amounted 
ro 1,425,800,000 Dominican pesos. In 1981 the total value of imports was 
1,450,0900,000 Dominican pesos. For 1982 it is calculated that the value of our 
imports amounted to 1,250,000,000 Dominican pesos. 
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‘This means that at a time when great efforts were being made to restrict im- 
sorts, particularly during the second half of 1982, the total reduction was 
only about 13.8 percent. Therefore, in 1981 we had a deficit in our trade 
salance with foreign countries of 262.2 million Dominican pesos. In 1982 the 
trade deficit with foreign countries increased by 83 percent for a total of 


430 million Dominican pesos," Dr Tejera said. 


Th ifficult situation in our external sector coincided with an external 
eot which, although not exaggeratedly high like that of other Latin American 
yuntries, nevertheless exerts additional pressure at a time of strong reduc- 
cion in foreign exchange income. In fact, our external debt, which amounts 
ro $1.9 billion, is not comparable, either absolutely or relatively, to the 
cramatic foreign debt situation of other Latin American countries. In the 
same way this deterioration in the terms of trade of our foreign commerce has 
led to the problem of delays in the payment of many expired letters of credit 
ind to enormous difficulties in handling economic policy,” he said. 
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iera said that in addition to the foreign trade and balance of payments 
S on described above it was necessary to add a series of problems of do- 
mesctic origin which has also worsened the present economic situation. 


te pointed out that for various economic and political reasons the government 
the past carried out a policy of expansion of the public sector which re- 
sulted in large budgetary deficits and also in financial disequilibrium in in- 
lependent government bodies. For 3 years in a row we had a deficit in the 
tational budget which was greater than 250 million Dominican pesos annually, 
which was basically financed by the creation of money by the Central Bank and 
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by foreign loans. "Nevertheless, the tax base and fiscal income were such 
that, although they grew each year from 1979 to 1981, government expenditures 
always grew at a higher rate, thereby producing an imbalance in the budget," 


he added. 





He said that this same situation had made itself felt in decentralized public 
bodies, the so-called autonomous organisms or agencies in the public sector. 
Institutions which were vital and of great importance to the national economy 
nad large deficits for 1981-82. For example, it is estimated that the State 
Sugar Council (CEA), a body which cowers 12 state-owned sugar mills, suffered 
losses of more than 88 million Dominican pesos for 1982. 


It is estimated that the Price Stabilization Institute (INESPRE) may have 
suffered losses during 1982 of 19 million Dominican pesos. This was also the 
case with the State Enterprises Corporation (CORDE), with a deficit of more 
than 18 million Dominican pesos, and the important Dominican Electricy Cor- 
poration (CDE), whose estimated losses are also calculated at about 85 million 
Dominican pesos. It has been said that the overall deficit for 1982 of the 
central government and the decentralized public sector as a whole amounts to 
700 million Dominican pesos, or about 22.5 percent of Gross Domestic Product, 


Dr Tejera stated. 


He added that the Dominican economy at present is in a period of transition and 
adjustment, due to the major imbalances it is suffering from, both in the area 
of foreign trade and its balance of payments as well as a result of internal 
factors aimed at a reorientation toward an economic policy of financial re- 
covery and at preparing the foundations for a new phase of economic and social 
development. 

He mentioned the fact that the size of the Dominican economy is relatively 
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small, since its Gross Domestic Product for 1982 is estimated at about 
3,112,000,000 Dominican pesos in terms of 1970 prices. He said that the prin- 
cipal production sectors in our economy, in order of importance, are hae in- 


dustrial sector, accounting for 18 percent of Gross Domestic Product; the 
agricultural and cattle aenens 17.1 percent; the commercial sector, 16.5 per- 
cent; the mining sector, 4.3 percent; and other sectors making up the economy. 
de indicated that in 1981 income from exports amounted to 1,189,000,000 Domini- 
can pesos. In 1982 the total value of our exports, according to prel 

figures, amounted to 770.3 million Dominican pesos, which is equival 
a decline of 419 million Dominican pesos in foreign exchange income that year. 
This amounts to a reduction of 35.2 percent of export income. 
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To give an idea of the vulnerability of our foreign trade and our foreign ex- 
change income, Tejera stated that in 1981 sugar and related product exports 
amounted to 558.9 million Dominican pesos. For 1982 this total fell to 307.2 
million Dominican pesos, or a decline of 45 percent. Exports of tobacco i 

L981 totaled 66.5 million Dominican pesos; in 1982 they fell by about 64.5 
percent to 22,3 million Dominican pesos. Total mineral exports (ferronickel, 
gold and silver, bauxite, and gypsum) in 198] amounted to 336.5 million Domini- 
can pesos. In 1982 these exports amounted to 195.3 million Dominican pesos, 

or a reduction of 42 percent from one year to the next. 











yinted out that the same thing happened to non-traditional exports, com- 

i pr ipally of meat, industrial products, and miscellaneous agricultural 
nimal products In 1981 non-traditional exports amounted to 453.6 mil- 
i but they fell to 295.38 million Dominican pesos in 1982, 
or a reduction of more than 35 percent. 'In summary it is obvious, as these 
figures show, that the country has suffered a traumatic fall in its foreign 
exchanee income, which has affected its economy and constrained the prospects 
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nd the desire to improve of the Dominican Government," he said. 

















COUNTRY SECTION GUATEMALA 


LIBERALS SAID TO BE INFLUENCING REAGAN'S FOREIGN POLICY 


Guatemala EL IMPARCIAL in Spanish 18 Feb 82 p 2 
(Commentary by Emilio Maza: "President Reagan's Perilous Vacillations"] 


(Text] We are continually receiving visits from U.S. legislators and 
representatives of private organizations who say they are concerned about 
human rights. None of these groups or legislators make it a practice to 
express concern about the horrors committed daily by guerrilla groups in 

El Salvador, Colombia, Peru and Guatemala. In Colombia the amnesty 

granted by the government to the guerrilla groups produced consequences which 
have not been even moderately helpful. In Guatemala recently, commentator 
Roberto Perret has properly called these visits "shameful and harmful 
humiliations" and has publicly called for an end to this "unilateral 
subjugation." 


What is happening with President Reagan's foreign policy? Many times this 
column has dealt with this subject, saying that one of the negative 

elements of this carefully developed Latin American foreign policy lies in 
the damaging intervention of the U.S. Senate in the conduct of that 

policy. However, there is something else which must be made absolutely clear 
and which explains, for example, the misguided action of the Undersecretary 
of State for Latin American Affairs, Mr Enders. 


Recently, as we have seen in the U.S. press, Enders came out strongly for 
initiation of a "dialogue" with the Salvadoran guerrillas. In practice this 
dialogue would be a conversation in which the language of the guerrillas 
would be gunfire, crime and terrorism. Meanwhile the Salvadoran Government 
on the other hand, would be communicating by words and reasoning. Common 
sense and the historical experience of Latin America with guerrilla movements 
is clear enough for Enders to realize that, as shown in the case of Colombia, 
these dialogues are generally fruitless and are meant only to rob govern- 
ments of the moral strength they need to continue the struggle against those 
who want to destroy the nation. 


However, there is a little known explanation which offers abundant insight 


into what is happening in U.S. foreign policy regarding Latin America. 
This is that explanation. 
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It is a known fact that President Reagan has prescinded almost completely 
from the conservative politicians and advisers who should have been the 

ones to shape his foreign policy. If that is so, which advisers does 
President Reagan heed? According to my sources, the U.S. president 
criticized the Carter administration during the election campaign for 

having chosen 19 members of the Trilateral Commission as members of his 
cabinet and his group of advisers. But now, as the politicaly analyst 

Ariel Remos has noted accurately in the daily LAS AMERICAS, President 

Reagan has broken that record, "placing in his administration more than 

80 members of the Council on Foreign Relations" (CFR), an organization, like 
the Trilateral Commission, which is led by the banker David Rockefeller and 
which represents the heart of the liberal and leftist U.S. establishment. 
Both organizations advocate the idea of a world government and accommodation 


with the communist world. 


If we take into account what Ariel Ramos points out so incisively, that 
except for Byrnes absolutely all of the secretaries of state since 1942 

have belonged to the Council on Foreign Relations, we have a clear explanation 
for the constant vacillation on two dangerous issues, resumption of relations 
with the communist government of Cuba and the greatest possible rapprochement 
with the Soviet Union, including the sale of wheat and other grains, as well 
as provision of technology and important financial assistance. 


Consequently it is clear that President Reagan, advised by such persons, 

most of them ignorant of our situation and some of them ruled by the idea 
of stopping communism by "socializing" Latin America and by coming closer 
to the Soviet Union, cannot produce, and never will be able to produce, 

a policy on Central America which would lead to the victory of the ideas 














COUNTRY SECTION GUATEMALA 


POLITICAL LEADER OPTIMISTIC ON POLITICAL OPENING 
Guatemala EL IMPARCIAL in Spanish 19 Feb 83 pp 1, 10 


fText] Vinicio Cerezo Arevalo, head of the Guatemalan Christian Democrats, 
expressed relative optimism about the Council of State's recent decision 

to recognize the existence of political parties and to oblige them only to 
comply with the requirements imposed by the new legislation. 


The Christian Democrat leader said also that according respect to the 
existing political groups and creating suitable conditions for the 
development of others is an adequate measure toward assuring the possi- 
bility of the existence of true democracy and real pluralism in Guatemala. 


He added that to the extent to which a government respects the views of the 
people, "as well as their aspirations and traditions, the government is 
laying the foundations for political opening, and in the same manner, with 
this same respect, it would promote true pluralism to assure the possibility 
of lawful political operations for new groups.” 


"Christian Democrats believe that the decisions made to date are satis- 
factory and that in any case we shall be petitioning that some of the 
provisions of the new laws be made much less specific in order to avoid 
arbitrary actions on the part of the authorities who are to implement them 
in the future, and we shall continue alert to the manner in which these laws 


are being imposed." 


In closing, the Christian Democrat leader said, "If the Guatemalan people's 
desire to begin the process of political opening is fulfilled on 23 March, 
we are certain that also there will be a better possibility of a nonviolent 
solution for our internal conflicts." 
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COUNTRY SECTION JAMAICA 


NONALIGNMENT SEEN AS ‘FALSE, MEANINGLESS' TERM 
FL151422 Kingston DAILY GLEANER in English 10 Mar 83 p 6 


{Article by John Hearne] 


[Text] The close on 100 heads of government, heads of state and lesser 
representatives now meeting in New Delhi are conducting their business 
under a serious falsity of title. 


They refer to their conference as a non-aligned summit; that is, each of 
the nations meeting is supposed to be strictly neutral in the confronta- 
tion between the Western democracies headed by the United States and the 
Eastern, communist nations under the stewardship of the USSR. 


Nothing could be further from political reality. Each of the nations now 
meeting under the chairmanship of Indira Gandhi are deeply involved with 
or deeply committed to one or the other of the two super-powers. 


ae 


Non-alignment in a world such as ours is a meaningless term. The only 
thing that the nations now desperately discussing their futures in New 
Delhi share is poverty. They represent the three quarters of mankind who 
sink deeper and deeper into debt, with every passing year, to the Northern 
nations--including Japan--who control the wealth of the world and who fight 
a cold, grim war for advantage and majority holdings in this wealth. 


The 100 or so African, Latin American, Caribbean, Asian and Pacific nations 
who pretend that they can ignore this war between the less than a dozen 
economies who dictate how the world's wealth flows and where the world's 
wealth accumulates are living in a dream from which they are every so 

often roughly awakened by the dispassionate agreements between the big 
powers to make deals that are of advantage to the big powers whatever the 
consequences may be to the weak, non-aligned powers. 


Nothing demonstrates more the futility of the ideal called non-aligned than 
what .as already taken place in New Delhi in the first three days of con- 


ference. 


Instead of getting down immediately to the urgent business of how the 
impoverished, increasingly inefficient three quarters of the world can 


~ a 
<< 
“ 








begin to share a little of the benefits erjoyed by both the capitalist and 
the communist handful of industrialised countries, we have the sad spec- 
tacle of Cuba quarrelling with Singapore about which super-power ideology 
is likely to be of most benefit to the developing nations, whose develop- 
ment becomes more and more stunted with each advance in the development and 
increase of wealth of both the capitalist and communist industrialised 
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We have Guyana avowing that it would ally itself with the devil if 
Venezuela decided to seize three-quarters of Guyana's territory--as if it 
mattered so much as a diplomatic report to either America or Russia who 
zrabs a slice of South American territory, so long as America and Russia 

ll that piece of South American territory American and Russian goods 
the highest price and buy raw commodities from the piece of South 


. 


Cc 
America at the lowest price. 
Don t Care 


Do any of the dirt-poor, over-populated, economically primitive 100 coun- 
tries now meeting in New Delhi really think that the big dozen of the North 
care whether the USA controls a gang of military thugs in El Salvador or 


that the USSR sustains a so-called Marxist-Leninist government in 
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If they they are being very naive. All that the big powers of America, 
western pe, Russia and Japan care about is that they continue to sell 
their goods and services at the highest rates and buy from the so-called 
non-aligned nations on the lowest terms. 


America and Russia do not really care whether one small country or another 
is aligned or non-aligned to them. If the big war comes--and the big war 
between the super-powers seems now almost inevitable--then any of the small 
countries now talking ideology and moral commitment in New Delhi will be 

d, without a moment's twinge of conscience by either of the super- 
o whom they have committed themselves. 


Countries like Cuba, Jamaica, Tanzania, Thailand, El Salvador--even gigantic 
re very much aligned by geographical proximity, by trading inter- 
by diplomatic poker playing to one or the other of the super- 

The only alignments that the super-powers will regard with any 

in ts when push comes to shove are those that suit their own survivals. 
[hey wiil sell their most fervent small allies down the river if they can 
ainst an equal sell-out by their real rivals. 
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In only ten years, the great powers of the North have broken what seemed to 
he tirst ‘trade union of the poor" in the South: OPEC, the Organisa- 
ion of Petroleum Exporting Countries. The only reasons why the Americans, 
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Russians, western Europeans and Japanese have not reduced the OPEC countries 
, overnight, is that they have lent too much to the OPEC coun- 
hat they have an interest in keeping the price of petroleum 

e Some of the most bewildered, pathetic noises ever to come 











out of the non-aligned countries are now being heard from those desert 
states who had all the oil and now find that the industrialised North does 
not need their oil except on drastically reduced terms. 


"More Pathetic" 


Even more pathetic noises are coming out of a Cuba and a Nicaragua who 
believed that the industrialised, communist countries will support then, 
economically, forever if they enact the right rituals before an altar of 
ideology. They too will be dismissed as awkward little pieces to be 
exchanged, if necessary for the real interests of those who have all the 
power and the wealth and who intend to keep all the power and the wealth. 


It could be that the most significant statement from this seventh summit 
of what is called, sentimentally, the Non-Aligned Movement will come from 
Jamaica's prime minister. 


All he has asked for are revised terms of credit--against assurance to earn 
the money to repay the credit. 


He has not asked for favour, nor scolded the rich about their moral obliga- 
tion to redress the injustices of history. 


He has simply asked for time in which to pay back the loan that could make 
us junior partners instead of beggars. 
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COUNTRY SECTION JAMAICA 


PNP URGES REJECTION OF IMF DEMANDS 
FL161730 Bridgetown CANA in English 1642 GMT 16 Mar 83 


[Text] Kingston, Jamaica, March 16, CANA--Jamaica's opposition People's 
National Party (PNP) today urged the government to reject any demands by 
the International Monetary Fund (IMF) for cuts in the coming fiscal budget 
and to give the country the true picture of current aid negotiations with 


the fund. 


"The People's National Party calls on the government to reject the latest 
demands of the International Monetary Fund, and that the government tells 
the people the truth about the state of the negotiations and what is 
happening to the economy," a party statement said. 


Jamaica and the IMF have a 650 million dollars (U.S.) balance of payments 
support agreement signed in 1981, and they are now negotiating for the 
third year programme for the Jamaican economy starting in April. 


According to the authoritative WALL STREET JOURNAL, which quoted liberally 
from a dispatch sent to Washington by U.S. diplomats in Kingston, talks 
between the fund and Jamaica have not gone well, with the major contention 
being the likely deficit on the Jamaica 1983/84 fiscal budget as a per- 
centage of gross domestic product. 


"According to the diplomatic cable traffic, IMF officials on the scene 
maintain that Jamaica's central government budget deficit will exceed 15 
percent of the total output of the country's goods and services in the 
coming year, but Jamaicans argue that the way they measure it, the deficit 
will amount to about 13 percent," the WALL STREET JOURNAL said. ~— 


IMF officials contend that the adjustments were necessary because of 
decreased revenues from bauxite and anticipated reductions in foreign aid 


flows, the paper said. 


However, the Edward Seaga government here has apparently argued that any 
cut in the budget would result in the loss of 10,000 jobs here, and a one 
percent increase in unemployment which is already above 25 percent. 
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Central Bank officials in Kingston have been cagey about the talks with the 
IMF, which is complicated by the fact that there is uncertainty about 
Jamaica's successfully completing this fiscal year's performance test. 

The governor of the (Central) Bank of Jamaica however said that the talks 
were going "very well" and that there was not yet cause for complaint. 


The PNP whose rejection of IMF proposals in 1980 to cut the budget and fire 
10,000 workers caused early elections here and the party's ouster from 
zovernment, said that the fund's new demands were not surprising. 


“It is in keeping with the standard IMF approach to the solutions of the 
" the paper said. 


problems which face the economies of Third World countries, 
It said that the news of the IMF demands came at a time when the island's 
economy was under pressure from the recent introduction of dual currency 
exchange rates for the Jamaica dollar and the amount of money in the banking 
system severely reduced, leading to "increases in the cost of living, reduc- 
tion of credit and a general slow down in economic activity.” 


“If the demands of the IMF are met by the government, a reduced budget for 
the next financial year will mean further economic slow down and increased 


Mee . 


nardships for the society as a whole," the PNP said. 


"Not only will thousands of public servants be laid off, but thousands of 
men, women and children will be exposed to even greater hardships than at 
present,’ it added. 

The current fiscal year closes at monthend, and Prime Minister and Minister 
>t Finance Mr Seaga is expected to produce the new budget by May. 

The last budget was just above 2.7 billion dollars (one JCA dollar; 56 cents 
-.S.) and in January Prime Minister Seaga said that expenditure would be 
neld close to that amount. 


He said: "We are going to be holding expenditure for both the domestic and 
roreign budgets as tight as possible with very little, if any increases. 

we will maintain the budget ceilings as close as possible to the 1982/83 
levels for all future expenditures until the recession is at an end.” 


CSO: 3298/1230 











COUNTRY SECTION JAMAICA 


ENGO TO HEAD ISA PREPARATORY COMMISSION 


FL180006 Bridgetown CANA in English 2341 GMT 17 Mar 83 


{Report by Paget Defreitas] 


{Text] Kingston, Jamaica, March 17, CANA--The so-called Group of 77 

(developing countries) is expected tomorrow to formally endorse Ambassador 
Paul Engo of the Cameroons as its candidate for chairman of the preparatory 
commission of the International Seabed Authority (ISA), diplomats said here 


tonight. 


The group (actually comprising more than 120 Third World states) scheduled 
tomorrow's meeting after regional delegates attending the preparatory com- 
mission's first session here today met in a closed plenary and disclosed 
that they had reached no consensus on a candidate for the position. 


The Caribbean, which is part of the Latin American group, is supporting 
Ambassador Engo for the chairmanship, and the region joined with the 
Africans in calling for the meeting of G-77 hoping to erode opposition to 


the Cameroon diplomat. 


Ambassador Engo, who was proposed as chairman by the Africans, is facing 
most opposition from Western Europe, and according to one Caribbean diplo- 
mat "by some developing countries pursuing the interest of the developed 


world.” 


The Western Europeans say that they will support a candidate who has the 
backing of the other regional groups, and with the G-77 incorporating 
members from Latin America and the Caribbean, Asia and Africa, its endorse- 
ment of Ambassador Engo will make his selection virtually assured. 


The Eastern Europeans, diplomats say, will support any candidate endorsed 
by the Group of 77. 


"Tl will not say that we will have consensus, but we expect to have a candi- 
date with no opposition,” the Caribbean diplomat said. 


Some delegations claim that the main opposition to Ambassador Engo, a 
passionate advocate for the New International Economic Order (NIEO) is 
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ideological, but many from the Third World argue that the industrialised 
nations want to slow down the work of the Law of the Sea forum and to 
ensure that they greatly influence its work to their benefit. 


"I expect that once a chairman and the other committees have been chosen 
you will see many obstacles cropping up to slow down the work of the com- 
mission,” one diplomat said. 


The preparatory commission is to draw up detailed rules for the functioning 
of the ISA, which will administer the Law of the Sea, and the tribunal, 
which is to arbitrate in disputes. How it drafts these rules and regula- 
tions, within the ambit of the treaty, could be important to the signing 

of the treaty by a few powerful Western countries, including the United 


States, Britain and West Germany. 


CSO: 3298/1231 














COUNTRY SECTION JAMAICA 


CARICOM CORPORATION WORRIED ABOUT TRADE FREEZE 
FL161745 Bridgetown CANA in English 1727 GMT 16 Mar 83 


[Text] Kingston, Jamaica, March 16, CANA--The West Indies Shipping 
Corporation, concerned that a three week old freeze on Jamaica/Barbados 
trade will cut into its business, has called for a speedy resolution of the 
problems to prevent lasting damage to trading links between the two coun- 


tries. 


WISCO is owned by Caribbean Community and Common Market (CARICOM) govern- 
ments and is the only major line serving some countries in the 12-member 


group. 


According to a statement here, the call by WISCO's general manager, Sherman 
Thomas, came in the wake of a recent meeting which WISCO held with the 
Barbados Manufacturers Association, and that country's Export Promotion 


Corporation. 


The discussions were to look at first quarter trade and the likely out-turn 
of business between Barbados and the rest of CARICOM during the remaining 


months of 1983. 


Mr Thomas said that the BMA had reported a normally slow first quarter, 
tollowing on the Christmas rush and had expressed concern over the trading 
problems with Jamaica at a time when bysiness would normally begin to 


increase. 


fhe (Central) Bank of Jamaica ceased trading in the Barbados currency on 
February 21 pending a decision by the Barbadian commercial banks on the 
rate at which thev would trade in Jamaican dollars. 


The Barbados Central Bank had earlier announced that it would float its 
currency against the Jamaican dollar, in an effort to regain some of the 
competitiveness lost when the Jamaican Government instituted parallel 


market rates in January. 


Most Barbados exports to Jamaica were not classified as essential goods and 
hence must come into the island at the higher parallel market exchange rate 
of about J2.55 dollars to U.S.1.00 dollar. 
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The official rate of J1.78 dollars to U.S.1.00 dollar is for essential 
goods, raw materials for export production and for payments stipulated by 
the government. 


The WISCO general manager noted that the shipping line was the entity 
established by Caribbean government to facilitate CARICOM trade and that 
it had been mandated to strive for viability based on levels of cargo 
carriage. 


WISCO normally carries some 800 freight tons of cargo monthly between 
Jamaica and Barbados, about 500 tons moving from Jamaica and 300 tons from 
Barbados. This represents some seven per cent of the cargo moved by the 
corporation. 


Because trade with Jamaica was major to the region and, by extension, to 
WISCO, any fall in levels of trade from this port would automatically 
affect the corporation, Mr Thomas said. 


The suspension of trade with Barbados would therefore have an adverse 
financial impact on the corporation. 


"Like the BMA,'' Mr Thomas said, "we are concerned, we think Jamaican 
exporters are likely to be concerned too. We would hope to have the matter 
speedily resolved so that no further damage will be done.” 


Goods normally moved fron Jamaica to Barbados include refrigerated con- 
tainer loads of citrus, manufactured goods, cosmetic and pharmaceutical 
products. Barbados normally shics industrial additives and light manufac- 
tured goods to Jamaica. 
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COUNTRY SECTION JAMAICA 


SENATORS QUESTION RATIFICATION OF LOS CONVENTION 
FL141515 Bridgetown CANA in English 2300 GMT 12 Mar 83 


[Text] Kingston, Jamaica, March 12, CANA--Did Jamaica properly ratify the 
United Nations Law of the Sea Convention? 


That is the question being asked by Jamaican senators. 


Foreign Minister Hugh Shearer on February 28 signed the instruments of 
ratification and it was subsequently announced that Jamaica had become the 


second country, following Fiji, to do so. 


Jamaica is to be the headquarters of the International Seabed Authority 
(ISA), the body that will oversee the convention and it was thought impor- 
tant that the island ratify the convention before the start of Tuesday's 
first session in Kingston of the preparatory commission that is to pave 
the way for the authority. 


But at yesterday's sitting of the Senate, opposition member, Hugh Small, 
pointed out that although the House of Representatives had a week before 
Mr Seaga's "ratification'’ endorsed a resolution on the Law of the Sea, it 


had not come to the upper house. 


"If the convention is to be ratified by the Jamaican Parliament it should 
come before both houses of Parliament and should become part of the 
domestic laws of Jamaica, especially since Jamaica is hosting the conven- 


tion,” Senator Small said. 


Leader of government business said it was his feeling, too, that the reso- 
lution should have come to the Senate. 


He promised to take the matter up with the Foreign Ministry. 











COUNTRY SECTION JAMAICA 


MORE COUNTRIES RATIFY LAW OF THE SEA 
FL162307 Bridgetown CANA in English 2208 GMT 16 Mar 83 


[Text] Kingston, Jamaica, March 16, CANA--Four countries have now ratified 
the United Nations Law of the Sea Convention, according to U.N. special 
representative for the treaty, Bernado Zuleta. 


Mr Zuleta did not say which was the fourth country to have initialled the 
instruments of ratification, saying that he would wait for an official 
announcement by that government. 


But he did name Zambia as the third state following Fiji and Jamaica to 
have ratified the treaty, which will come into force one year after 00 


ratifications. 


Some 123 countries have so far signed the treaty, and Afghanistan is 
expected to sign the document before the end of the present six week 
session of the preparatory commission on the International Seabed Authority 


taking place in Jamaica. 


Afghanistan was to have signed the convention today, but this was put off. 


The treaty, which had its first 119 signatures on December 10 last year in 
Montego Bay, will remain open for signing for two years, but states will 
be able to accede to the convention indefinitely. 


The preparatory commission meeting, which opened yesterday, is drawing up 
rules for the functioning of the International Seabed Authority (ISA), 
which will administer the treaty, and for the Tribunal of the Law of the 
Sea, which will arbitrate disputes. 


Regional groups at the meeting were meeting here today attempting to find 
a consensus candidate for chairman of the commission. 


There is to be a closed plenary tomorrow after which it should be known 
whether there has been success. 


CSO: 3298/1231 








COUNTRY SECTION JAMAICA 


BRIEFS 
UNDP AlD--Kingston, Jamaica, March 21, CANA--Jamaica is to receive 1.2 
million dollars (U.S.) from the United Nations Development Programme (UNDP) 
to assist the island's Building Research Institute to develop technology 
w-cost housing, the Jamaica Informat‘’on Service (JIS) has said. This 
D of a move by government to produce houses for low income earners 
who do not qualify for mortgage loans. Minister of Construction Senator 
Bruce Golding and the UNDP's resident representative, Dr Brenda McSweeney, 
signed the agreement on Friday JIS said. Jamaica is to add 2.7 million 
dollars (1 JCA dollar; 56 cents U.S.) to the programme. [Excerpt] 
(FL212045 Bridgetown CANA in English 2011 CMT 21 Mar 83] 
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COUNTRY SECTION MEXICO 


ARMY STATEMENTS ON ECONOMIC THREAT TO STABILITY 
Mexico City EXCELSIOR in Spanish 6 Feb 83 pp 1-A, 9-A, 15-A 
[Article by Jesus M. Lozano] 


[Text] In two ceremonies yesterday, important army officers acknowledged that 
there are many problems affecting us and that some of them deserve to be 
characterized as worrisome. The current situation, it is said, involves an 
unprecedented inflation, a growing rate of unemployment and the lack of in- 
dispensable materials and basic foodstuffs. These ingredients help to create 
a climate of distrust and instability that may bring about increased crime 

and give rise to discontent. 


And Gen Juan Arevalo Gardoqui, secretary of national defense, stated that the 
country is moving forward along constitutional lines. 


The preceding occurred in two military ceremonies, both in the old Popotla 
Military College. In the first, the award for teaching and scientific and 
technical merit was presented to a group of military personnel. 


In the second and more solemn ceremony, the one attended by Arevalo Gardoqui, 
seven division generals with staff diplomas retired from the army on account 
of having served more than 45 years and having reached the age limit. 


There were four speakers in the ceremonies and they agreed that the political 
constitution of 1917 is the basis of the institutions and the climate of secur- 


ity prevailing in the country. 


The principal speaker was the division general Antonic Ramirez Barrera, one of 
the seven to whom awards were presented on retiring. 


He indicated that he could not help but digress to refer to the Magna Carta, 
the Constituent Assembly of Queretaro, which, for the first time in history, 
introduced the social rights for which our predecessors fought on the battle- 


field. 


"This very day," he added, “our country is living through what we all know as 
the gravest economic crisis in its history, made worse by the ominous loss of 








"foreign exchange occurring in the context of a significant worldwide econ- 
omic depression. 


"To face this situation, the president put forth the immediate program of re- 
orientation to combat inflation, protect jobs and recuperate the bases for 
development that is dynamic, sustained, just and efficient." He called for 
several changes to our constitution. 


"There are those who criticize all of the changes. Nevertheless, they are 
the necessary adjustments to the political, social and economic needs that 
the life of the republic demands in these historic moments. 


"The current situation involves an unprecedented inflation, a growing rate 
of unemployment and lack of materials and basic foodstuffs. These ingred- 
ients help to create a climate of distrust and instability that may bring 
about an increase in crime and give rise to discontent. 


"Therefore, it is not enough to establish the necessary legal foundation but 
it is indispensable to have constant effort and the sustained confidence of 
all Mexicans. The rational measures adopted should be put into practice by 
competent officials, honest at all levels, to achieve the solidarity of the 
people with the government." 


Ramirez Barrera then spoke of the importance of the military profession, 
which, at the same time, demands sacrifices and provides satisfaction. 


Later, five companies of students from the Military College, who lined the 
esplanade of the Popotla institution, paid homage to the men who left there 
and reached the highest military rank. 


Hector Berthier Aguiluz, division general, pilot and former air force com- 
mander, had the honor of calling the "roll of two." The members of the table 
of honor, led by Arevalo, as well as the army staff, the relatives of the mili- 
tary personnel and large numbers of the public, all standing, listened to the 
names of the youth of Mexico: "Juan de la Barrera...and a thousand voices 
responded: He died for the fatherland," and so on for the seven heroes. 


Immediatelv, the secretary of defense presented the service award to the 
division generals: Antonio Ramirez Barrera, now a delegate, Arturo Corona 
Mendioroz, Antonio Mardegain Simeon, Alberto Sanchez Lopez, Ricardo Aburto 
Valencia, Jose D. Belmonte Aguirre and Hector Berthier Aguiluz. 


Gen Juan Arevalo Gardoqui handed each of them a blue ribbon and a white 
diploma and a medal. 


But moments earlier, the retired generals received the words of farewell from 
Harvey Valencia Marquez, a young cadet of the Military College, who, among 
other things, said: "Today, before you I evoke the past and I am speaker 

for our armed institute. We reaffirm our commitment of loyalty; we recognize 
the importance of the sacrifice being made by the people and the government; 
we are conscious that the support of an armed organization is needed, with 
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“ample professional character and having a will committed to preserving our 
most precious values, putting the interests of the fatherland ahead of 
avaricious interests." 


The first ceremony also consisted in the presentation of awards to teachers, 
outstanding students and military people or civilians who have contributed 
some useful invention to the armed forces. 


Jorge Rico Schoeder, procurer of military justice, had the task of making 
the following pertinent remarks: "We are part of an institution that is 

not only guarantor of security, order and the institutional health of the 
state but also cooperates in a decisive way in its progress, its improvement 
and its prosperity.” 


Gen Marco Antonio Mendoza. undersecretary of defense, had the responsibility 
f presenting the first awards, while other top leaders of the armed insti- 
ute did the same for their comrades. 


rr oO 


The first to be decorated were the brigade generals and one brigadier general, 
Vinicio Santojo Feria, currently chief of staff, as well as the surgeon 
Santiago Mar Zuniga and Angel Garcia Elizalde, private secretary of the 
secretary of defense. 


And immediately after that came the speech of another person to be honored, 
Col Jose Domingo Ramirez Garrido Abreu. 


“What we learned in our military schools has been transformed into the co- 
hesive force that becomes the only bastion capable of protecting, along with 
the people and their institutions, our fatherland from the onslaughts that 

t is facing as a consequence of an international economic situation equally 
ffecting all of the peoples of the world, which we should pass through by 
ay of overcoming the problems, with full confidence in the men, our best 


be 
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“To win the decisive battle, the president of Mexico has raised as a banner 

a moral renovation of the society, put forth as the reaffirmation of an at- 
titude that consisted in demanding of ourselves, so that we can demand of the 
others, that the interests of the nation be put ahead of individual interests. 
There are no interests, neither private nor personal nor of a group that can 
be placed above national interests." 


The two ceremonies ended with the marching past of the cadets of the Military 
College, with honors to the secretary and "The Swallows’ in honor of the re- 


tiring generals. 











COUNTRY SECTION MEXICO 


DEFENSE MINISTER EXPRESSES BACKING FOR GOVERNMENT 
Mexico City EXCELSIOR in Spanish 9 Feb 83 pp 5-A, 27-A 
[Article by Jesus M. Lozano] 


[Text] If there were an outbreak of unrest in the country, the army would 
not be putting out fires in the Ajusco in a social action. Reports from the 
35 military zones indicate "no news." "I delivered that report to the presi- 
dent of the republic a few minutes ago," said yesterday Gen Juan Arevalo 
Gardoqui at the end of a breakfast given for him by the College of Military 
Engineers. 


The secretary of defense again indicated that no arms will be acquired this 
year. He said that the needs of the Armed Institute are covered with the 
existing arms. 

In addition, he thanked the engineers for the breakfast and he stated that 
"sood results in modernizing the country will depend on the quality of the 
education acquired by the people. The development and extension of superior 
knowledge is also a sign of sovereignty. A person with a higher sense of 
duty knows that knowledge is not acquired to satisfy intellectual and selfish 
curiosity or to maintain superiority, disputable enough, over others.’ 


At the end of the breakfast, the general answered a question on whether there 
was a military disposition along the southern border, saying: "We have a 
military disposition throughout the republic. There are 35 military zones 

and the 3lst corresponds to Chiapas. We have no reason to militarize if 

there is a perwanent disposition of that sort. 


In his message to the engineers, Arevalo Gardoqui affirmed that modernization 
requires highly trained personnel in sufficient numbers to cover in an opti- 
mum manner the requirements for all of the country's activities. "You the 
military engineers satisfactorily cover for Mexico the requirement for highly 
educated talent that is needed by the Mexican Army to comply with the = 
tant missions entrusted to it.” 


In concluding, he said: "In your professional activity, in modernization, in 
teaching, in seeking new knowledge, always put your sights on the highest, on 














"the excellent, because the modernization of the country does not accept 
either regression or stagnation in knowledge." 


Captain Ruben Bello Rivera, president of the College of Engineers, said that 
this organization has more than 500 members, graduates of 30 classes begin- 
ning in 1923. Included among its founders are the engineers Jose de Jesus 
Clark Flores, Leopoldo Vazquez, Miguel Sanchez Lamego, Conrado Ruiz and 

Luis Tercero Urrutia. 


Most of the gratuates work outside of the Armed Institute; 45 percent are in 
the army in diverse activities, especially in construction and military in- 


dustry. 
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COUNTRY SECTION PERU 


REACTION TO PROPOSED INCREASE IN PANAMA CANAL TOLLS 


Lima EL COMERCIO in Spanish 21 Feb 83 p A4 


(Text] Deputy Celso Sotomarino Chavez, a member of the Parliamentary bi- 
cameral budget committee, said that the increase in the Panama Canal toll 
charges means that Peru will have to pay about $70 million, 9.8 percent, more 
tor its imports and exports. 


He said that this increase will create a "chain of increased costs for consumer 
goods" in the case of imports, and smaller profits for exporters. For this 
reason, the state will also receive less income from the taxes on those profits. 


However, the deputy described as a relative advantage for Peru the possibility 
that the increased tolls will slightly discourage imports. This will result 
in savings of foreign exchange which the government is at present seeking. 


Sotomarino, who considers the increase in the tolls an accomplished fact, said, 
"The greatest damage will be to the importers and exporters." He said that the 
decision is virtually a unilateral prerogative of Panama and the United States 
and that the affected nations can only complain in the international organiza- 


tions. 


He pointed out that our total yearly exports are about $3.5 billion and our 
imports amount to an equal amount, so our total commerce amounts to S/7 billion. 


Sotomarino explained that the freight charges account for about 10 percent of 
that sum; that is, $700 million. If this is now increased by 10 percent, Peru 


will have to pay $70 million more. 


Increase of Custom Fees 


The PPC [Popular Christian Party] deputy explained in detaii: the prices of 
purchases made abroad are FOB (cost of manufacture, transportation within the 
country of origin to the port of embarcation and packing) and CIF (cost, 


insurance and freight charges). 


Sotomarino added, "As freight charges go up, so does the CIF and since our 
custom charges are based on the CIF value of the goods, the custom fees will 


also go up.” 
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Concerning imports, he added that costs of capital goods, spare parts and 
other expenses will undergo a price increase, which the merchants will pass 


on to the consumer in the end. 





As for exports, he pointed out that the exporter will receive less income 
since he must pay the freight charges on exported goods. In the end, his 
profits will drop. 


The deputy said that it is the government's responsibility, if it feels that 
it is necessary in this situation, to propose to Parliament a measure for 
softening the impact on the budgetary item on income from exports. 


Muniz: "A New Conflict" 


AP {Popular Action] deputy Gilberto Muniz Caparo, who is also a member of the 
Parliamentary bicameral budget committee, commented that the 9.8 percent rise 
in the Panama Canal toll fees is a new kind of conflict and difficulty in nego- 
tiations among the countries of the continent. 


He said that the national budget will definitely be affected with regard to 
income from exports since the program to obtain dollars from the sale of a 
product will be burdened by the payment of additional freight charges. 


He also pointed out that since the import business works like a chain, in the 
end this will affect the public since the importer will pass on the higher 
freight costs in the invoice to the distributor, who in turn will pass them 
on to the retail merchant who will in the end pass them on to the consumer. 


Muniz Caparo said that although Panama and the United States have specific 
agreements on the charges for the use of the interoceanic canal, they are 
obliged to take into account the situation of the user nations. 


The deputy from Cuzco pointed out that in an international crisis as severe 
as the present one the other countries should block the implementation of the 
increase when it is discussed this week in the appropriate body of the OAS. 


He mentioned that Peru, "who protested from the outset” is experiencing diffi- 
cult times due to the low prices paid for our exports, and now this would add 


a factor which would severely affect our economy. 


He said that one would need to know how much the toll fees will increase in 
order to determine its repercussions on Peru but that he did not believe that 
Panama and the United States would expose themselves to serious problems with 


the other countries. 
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COUNTRY SECTION PERU 


BRIEFS 


RINCON STRESSES HUMAN RIGHTS--Minister of Interior Fernando Rincon Bazo, 
after repeating his condemnation of terrorist acts, confirmed yesterday that 
his ministry will continue firmly and resolutely, within the framework of the 
Constitution, to help reinforce public order and social peace as well as re- 
spect for Human Rights and individual liberties. Rincon made these statements 
during a ceremony at which the commanders of the Police Forces, Fire Depart- 
ment and civilian authorities went to his office to offer their support for 
his ministerial activities which he took over on 3 January 1983. At this 
time Minister Rincon repeated his rejection of terrorism which continues 
cutting short innocent lives, destroying public property and fostering chaos 
and anguish among people. Ruben Zanabria, vice minister of Interior, also 
attended the ceremony according to a press notice from the Ministry of Inte- 
rior. [Text] [Lima EL COMERCIO in Spanish 19 Feb 83 p A4] 9204 
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COUNTRY SECTION VENEZUELA 





[NAVI FOREIGN DEBT ESTIMATED AT 4.5 BILLION 
Caracas EL DIARIO DE CARACAS in Spanish 11 Feb 83 p 15 


‘Text ] According to Nelson Molina, head of INAVI [National Housing Institute], 
there has been a "misunderstanding." He claimed: "It is not that the Institute 
is going to stop building new dwellings this year, but rather, owing to the lack 
of a budget, it will be confined to continuing the plans devised during 1982." 


Very simple. According to Molina, some of the media erroneously reported a few 
days ago that the INAVI budget cuts would bring housing construction to a stand- 


still. 


Molina explained that INAVI's projects are not just for one year (from January to 
December), but rather, one budget "overlaps" (is covered) with another; because 
the housing programs begin with the clearing of the land, and end with the turnover 


»f the houses. 


He remarked: ‘During 1983, we shall invest 1.7 billion bolivares for the construc- 
tion of approximately 60,000 dwellings, according to the plans devised in 1982." 
He explained that there was a cut of 800 million in this year's budget, and that 
they do not wish to start projects without financing backing, to avoid becoming 


indebted further s*ill; because that could entail a series of bankruptcies, since 
"the shutdowns in the construction sector have a multiplying effect." 


INAVI is currently faced with foreign debts amounting to nearly 4.7 billion boliva- 
res, of different origins. Molina said: "There is a debt of 3.5 billion contract- 
ed during 1978, 1979 and 1980; a debt authorized by the executive body, which did 


not give INAVI the annual contribution during those years." 


fhe other debt is for 1.187 billion bolivares, resulting from backing granted to 
private promoters during 1975, 1976 and 1977. Molina deemed it necessary to 
stress that. under the present government, there has not been a continuation of 
the policy of backing programs of private business firms, and there will not be 
intil the Institute has been "cleared" of debts and there is a restoration of the 
‘ontrol which, he claimed, was neglected by the Carlos Andres Perez regime. 


The Housing Shortage 


Nelson Molina estimates that the demand for housing in Venezuela is increasing by 
50,000 units per year, and that the current shortage amounts to about 800,000. 

















He is of the opinion that, during the Caldera government (1973), the difference 
between supply and demand was reduced to a minimum, but that everything was ruined 
during the years of government which followed (those of Democratic Action). 





_He was asked! Then when the new projects are halted, the gap will increase? 


(He replied] No, because we are encouraging private promoters to participate in 
the low-cost housing programs, since this is a problem that the government cannot 


solve alone. 


Molina congratulated the private business owners on their concern, and said that 
their relationship with LNAVI had three directions: that of mixed developments, 
that of developments with government backing and that of the establishment of joint 


companies. 


The private promoters have already started the building of 9,000 dwellings, a number 
tar removed from the shortage, but one which (in the view of the INAVI head) should 
be combined with the other figures on public and private construction all over the 


country. 


g private builders, procuring legal permits for them through a 
It is providing them with "bridge" loans while they start the 

long term loans are issued to them. The housing that is not 

purchased from them by INAVI and, finally, the latter obtains loans for 
chasers through the mortgage banks. 


Nelson Molina claims that all of this is associated with a "rather good" housing 
policy of the government, which will complete its term with 250,000 new houses 
and which, in making the contracts, sets the sales price of the dwellings and the 
businessmen's profits in advance. 


In conclusion, Molina explained that the television commercial which appears every 
day on the screen is part of the campaign to give an incentive to private promoters, 
and tnat he appears in it together with the board of directors, not of INAVI, but 

of the National Chamber of Construction, wherein (he claimed) there lies the 

which, when it germinates, will give Venezuela the elusive housing 
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COUNTRY SECTION VENEZUELA 


FLV PRESIDENT ANNOUNCES INVESTMENT PROJECTS WORTH 10 BILLION 


-aracas EL DIARIO DE CARACAS in Spanish 11 Feb 83 p 3 
Interview with Hermann Luis Soriano by Martha Blanco; date and place not specified] 


Text] Once again, the Investment Fund [FIV] will be putting some of its assets 
(10 billion bolivares) into programs and projects for the country, particularly in 
tne electrical and aluminum sectors. Nevertheless, according to a statement made 
vy FIV president Hermann Luis Soriano, the investments are not based on a need to 
come to the aid of a deficit fiscal situation (as occurred in 1982), but rather on 
implementation of the programs of the Investment Fund's various branch firms. 


The uncertainty regarding OPEC prices that has been posed was also noted by the 
Fund's president, but with a more optimistic view; because he thinks that they 
are largely geared "to what could be a reality, a figure of 1.6 million barrels of 
oil for export per day, since last year we produced 1.1 million barrels per day in 
} months and, at the end of the year, it was found that the average national produc- 
tion was 1.4 million barrels per day. Hence, it seems to me unlikely that there 

\l be a repetition of a reduction as drastic as the one in 1982. In any event, 
he government will remain alert to the changes in the market, in order to make 


le necessary adjustments." 


) 


The Extended Budget 


the budget for fiscal year 1983, the three volumes including the extension, he 
that most of the supplementary revenue originates from public credit trans- 


_ 


ictions amounting to over 17 billion bolivares, including the debt service. 
juestion] Why include in the budget income that has not yet been accrued, under 
the present conditions for refinancing the short term foreign debt? 


‘Answer! There were two options: to submit the budget with the regular revenue 
77.811 billion bolivares), and later request the approval of Congress for the 
he revenue that would be accrued with foreign loans as the transactions 
d out. It was decided to include the loans as supplementary revenue, 


- 


ie 


as not to have to go to Congress requesting approval. 
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uestion, And what if the loans are not forthcoming? 


wer The expenditure is not made. 














(Question) Wouldn't these transactions constitute a greater indebtedness for the 
country, at a time when there are not even ideal conditions for refinancing the 
short term foreign debt? 


Answer! So long as they are loans approved by Congress, as holds true for the 
electric sector and Caracas Metro, which are firms that are solvent and can pay, 
there is no problem. fhey are authorized debts which have gone through the entire 
legal procedure. [he problem that I observe is not so much the debt, but rather 
the direction in which it is heading. Ina the case of the Metro and the electric 
sector, it is justified, because the payment on the part of those firms is guaran- 

d. In the case of the electric company, we are economizing on oil, in addition 
to the fact that those firms are yielding profits and have a good "performance" in 
the international financial community. 


’ rrr Tr = a 
ine r ~* investments 


When asked about the Fund's national investments, Soriano remarked: "We have planned 
to make investments in the domestic market amounting to about 10 billion bolivares, 
‘hich will unquestionably constitute an incentive for the level of activity among 
the firms that we are financing, and others producing input for them. In that 
regard, we are supplementing the action of the national budget, according to the 
tentions of the government during this period. 


ur action is aimed primarily at the expansion of the national electric sector. 
In this connection, we intend to complete a first stage in the final phase of the 
Guri Dam, which is due to be finished by the end of this year; and to continue the 
work on the Uribante-Caparo project in the West, as well as the electric generation 
plants in the state of Zulia; and we shall continue the work associated with the 
Zulia electric plant. We shall also achieve great progress in the electric sector 
by expanding the electric transmission lines from Guayana to the central part of 
the country, and in the center of the state of Zulia, whereby we shall supplement 
the electrical interconnection on the national level. Furthermore, during 1982 
there was begun a study on total planning of the national electric system and a 


study of the demand for capital equipment for the sector, with the coordination 
‘§ FIV and the cooperation of the branch companies; and we expect to complete them 


for the aluminum sector, it is hoped that, this April, Luis Herrera Campins 
ill open the Interalumina plant, with an installed capacity of 1 million metric 
of aluminum oxide per year, and with an investment exceeding 5 billion bolivares. 


continue at a fast pace the work on Bauxiven[Venezuelan Bauxite] in Los 
e extracting of bauxite (a raw material from which aluminum oxide 
end to continue the expansion of the ALCASA [Caroni Aluminum 

f ities, located at the Guacara plant, which will make it 
oossible to increase the aluminum production capacity to 9,000 metric tons per year. 
'n addition, we have completed the studies for the coke plant that will produce 
200,000 metric tons per year, in order to meet the requirements of ALCASA and 


. 
VENALUM [Venezuelan Aluminum}. 











juestion] And what about the iron, steel and coal industry? 


Answer] We have increased the capital of Carbozulia [Zulia Coal], a company of 
the Investment Fund, and of Corpozulia [Zulia Corporation], which is the one respon- 
sible for carrying out the coal project. This increment in capital (200 million 

1 


to begin the process for bidding and subsequent construction of the various 
lities included in the project. 


Question] If the terms for arranging loans are difficult, how will the operations 
be carried out? 


e } They (Corpozulia) are in a phase of initial contacts, because it has been 
arranged to have this company coordinate with the Ministry of Finance and the 
ic Cabinet. ° 


.n the iron and steel plan, we shall continue the recovery of SIDOR [Orinoco Iron 
ind Steel Works! (Soriano added). We are at a time when there has been success in 
ropping the losses, despite the depressionon the world steel market that exists. 
Also, in the Los Taques area, the Los Taques shipyard will be finished at the end 

rf 1983, and will have a capacity for building ships with a dead weight of 5,000 tons 


estion! That 10 billion will not suffice for them.... 


\nswer] I think that it will. There is another project which is very important, 

y, the expansion of the national merchant fleet, through the purchase of four 
vessels for transporting general cargo, and one vessel for shipping iron ore. For 
tne partial financing of this program, FIV approved an increase of 148 million 
li for CAVN {Venezuelan Navigation Company]. Furthermore, we are currently 

several requests that have been made of us by the Agricultural-Livestock 
und, the Industrial Credit Fund and Corpoindustria [Industrial Corporation], 
‘king us to grant them complete loans that will enable them to finance the private 
stor firms which are operating in the agricultural and industrial sectors. We 
ee udying a request for a cement plant in the Eastern section of the country, 
ith an estimated capacity of 1 million metric tons of product per year. During 
i383, we shall also continue the program to finance forest projects, that will 

low for the planting of 120,000 hectares of Caribbean pine in Uverito. At the 
we shall submit a project for the construction of a sawmill 


t ard meeting, 
to process 24,000 cubic meters of pine lumber per year, which will make it possible 
tart exploting this forest which has been forming for so many years. Although 
is project has a modest investment during its first phase, it is highly signifi- 
nt, because it will afford the beginning of the commercial exploitation of such 
i rtant resource that has been progressing as a result of the effort and 
edication of a Venezuelan such as Cabrera Malo, the present minister of environ- 
ent a renewable natural resources. We are also studying a group of offers for 
ting a teasibility study on the construction of a pulp plant that will enable 
t he ntry to substitute for imports in sizable amounts and to integrate this 


istry with the paper industry. 








The Aid From the Fund for 1982 


The [Investment Fund has assumed a more active role in the national economy during 
recent years, and has to some extent offset the decline in income which occurred 
in March 1982. From serving as a collection box for storing money, it has changed 
into an active agent in terms of providing funds. 


(Question] It has been claimed that, last year, FIV invested 20 billion which 
helped to cover the treasury gap. Was that the amount? 


Answer] The Fund invested 11 billion, in Venezuela, for the same projects that we 
nave planned for 1983, of course in different stages. Money was also granted to 
companies such as Ensal, which is now a profitable industry. 


‘Question] What is the total amount of the Fund's assets currently? 


(Answer) We have assets amounting to 65 billion bolivares, of which sum 46 billion 
represents internal investments; 7 billion has been invested in the external mone- 
ry market and in bond investments abroad; 7 billion is for the international 
nancial cooperation programs; 2 billion is invested in the trust fund abroad; 
there is 2 billion to be collected in interest and dividends. These figures 
are from the balance as of 31 December 1982. 


Question] What were the Fund's assets at the beginning of President Luis Herrera's 
government? 


‘Answer}] At the end of 1978, the assets amounted to approximately 31.3 billion 
bolivares; which means that the assets have doubled during these past 4 years. 
With everything that has been said about the Fund, we made the investments and 


WAws 


maintained the reserves as well as 7 billion bolivares in trust. 
Juestion!] Will there be a standstill in projects? 


Answer] I would say that, if we fulfill the hypotheses that have been established 
for external financing, there will be no need to postpone the projects that I have 
mentioned. Nevertheless, we shall have to pay very close heed to the international 
situation. If it is impossible to obtain the loans that have been planned, adjust- 
nts will have to be made in the program for executing the projects. Insofar as 
is concerned, we can guarantee the availability of funds for the contributions 


- capital and loans that have been planned in the various sectors. 
“Question! In the event that the Metro or the Liberator Forum should fail to 
obtain financing, will FIV come to their aid? 


t cannot, because the Fund is limited by law to investing in the areas 
t l statute. 


Question} How much does the state owe FIV? 


Answer] The state, as such, does not owe it anything. It is the autonomous state 
-ompanies and institutions which owe. The loans that we have granted are on the 
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order of 1l billion bolivares. That is the amount which they owe us. 
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“TV SECRETARY DISCUSSES FEDECAMARAS' PROPOSAL, OTHER ISSUES 


Caracas EL UNIVERSAL in Spanish 11 Feb 83 p 1-17 


Article by Jose Hurtado: “Appeal for Coordination Could Remain in a Void"] 


‘ext! The appeal for coordination in dealing with the country's political and 
eco > situation made by FEDECAMARAS [Association of Chambers of Commerce and 
industry] will remain in a void if the president of the republic and COPEI [Social 
hristian Party] do not change their obvious attitude toward the heads of the 


S 
labor movement and CTV [Confederation of Venezuelan Workers] in particular. 


This statement was made yesterday by Antonio Rios, executive secretary of the 
Contederation of Venezuelan Workers, who chaired the meeting of the managing 
ai 


committee in the absence of the chairman, Jose Vargas, who was questioned all 
morning in the National Congress concerning the BTV [Venezuelan Workers Bank! 


: * 
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> andgal. 


At this meeting, it was decided, among other things, to form a committee to draw 
ip a document in defense of CTV, consisting of the leaders Juan Jose Delpino (AD 
Democratic Action]), Rafael Leon Leon (COPEI), Cesar Olarte (MEP [People's 
©lectoral Movement]), Jesus Urbieta (MAS [Movement for Socialism]) and Eli Saul 
Puchi (New Alternative), “because the workers cannot allow their major means of 

to be discredited by sectors that are less qualified to do so, or attempt- 


strugzie 
eg C io so.’ 
¢ the end of the mee.ing, Rios said that the aforementioned document would not 


OT in a defense of CTV, its president and other board members, but would 
1150 make an assessment of the labor confederation's conduct. He declared: "We 
re convinced that we in CTV have been vigilant and concerned not only with the 
ietense of the workers’ socioeconomic interests, but also with the defense of the 
he working class in the country, which is democracy, not onlv as a poli- 


o ystem, but also as a means enabling the Venezuelan population to receive a 
more equitable distribution of the nation's wealth." 


PEI delegation did not attend yesterday, excusing itself from doing so 
rder to keep commitments to FIC (Social Christian Workers Front). 
} + 7 ; ord d = 4 h ’ ] ' gH ec Se ¢e va eary to 
d at if, in order to defend the workers nterests, it is necessary to 
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ons of any kind, CTV and those comprising its managing staff would 








In answering questions on another topic, Rios remarked that the union leadership of 
ty, Democratic Action, in particular, would continue fighting as it has up 

until now “and in such a way that nothing and no one will make us give up, nor 

give up.” 

to the FEDECAMARAS proposal with the government and representatives of 

to assuage the heated national debate somewhat, he commented: "In all 

s ments, CTV has favored this, and considers a collective solution possible; 

t ng as there is a president of the republic who acts as he did at the last 

ess conference, and with the inconsistent position of the COPEI party, which 

a S agreements with other parties and later reneges on them, unfortunately, that 

ill or initiative of the FEDECAMARAS members will prove difficult to crystal- 


He was asxed) What is your opinion of the appeal made to the political parties by 
the defense minister to heighten the national debate? 


, | would say that this was a good thing, so long as it is not interpret- 
ference, because we all know that the Armed Forces are vigilant of the 
ory progress of the system, a guarantee of protection, but not a deliberat- 
ppeal for good will, of course it is good; but if it were 


ng bocy Ir that is an a 
he organizations, or a means of warning them, I would 


that, s ong as the Armed Forces continue to behave democratically, 
reliably and responsibly, as they have throughout the past 25 years, it wtll be more 
feasible. Now, if it is a concern such as that of any other Venezuelan citizen, 


S 
it is welcome, and we receive it as such. 











COUNTRY SECTION VENEZUELA 


FFECTS OF DEVALUATION, EXCHANGE CONTROL POLICIES VIEWED 
Caracas ZETA in Spanish 27 Feb 83 pp 16-18 
Article by Oscar A. Echevarria: "Wait, Devaluate...or Control] 


Text) Various solutions have been offered for the crisis that the country is under- 
going, on which the political criterion has had more of an influence than the econo- 
mic one. In this article, the reader is offered for the first time the real conse- 
quences of a monetary policy of devaluation or control. 


Contradictions in the Venezuelan Balance of Payments 
A. First Contradiction, 1979-81 


The performance of Venezuela's international reserves during the period 1979-81 
shows a marked contrast with what economic theory suggests. Let us see why. 


Between 31-12-78 and 31-12-81 (3 years), there appear two clear indicators of a 
revaluation of the bolivar's purchasing power with respect to goods and services 
om abroad (cheaper), and with respect to foreign reproductive investments (more 
profitable). In fact, on the one hand, the bolivar was revalued, 30 percent with 
respect to the lira, and 21 percent with respect to the German mark; and, although 
maintained its legal parity of 4.30 bolivares to the dollar, our internal price 
flexes in relation to the American ones would suggest a real overvaluation of the 


livar amounting to about 13 percent. 
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the other hand, our internal interest rates were considerably lower than those 


¥ 
# 


prevailing abroad. 


According to traditional rules of economic science, this situation afforded anti- 
c>ipation of a reduction in the country's international reserves. But that was not 
the result. On the contrary, Venezuela's international reserves (BCV [Central 


Bank of Venezuela], FIV [Venezuelan Investment Fund] and PDVSA [Venezuelan Petro- 
increased from $11.513 billion to $20.104 billion. 
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Second Contradiction, 1982 


1982, the performance of the international reserves was reversed and again 
ontradicted economic theory: 








Although, keeping pace with the dollar, the revaluation of the bolivar continued 
with rcespect to the leading hard currencies (17 percent with the French franc, 

13 percent with the yen and the lira, and 10 percent with the mark and the pound), 
there was the contrast that the revaluation with respect to the United States was 
only 2 percent. It is also noteworthy that internal interest rates were consider- 


ably higher all year long than they were abroad. 


The increase of only 2 percent in the overvaluation of the bolivar with the doller 
in 1982, combined with the lower yield from investments abroad, should have caused 
a lesser demand for hard currency. The second factor, the higher internal interesi, 
should have brought about a repatriation or entry of capital from abroad, whereby 


rnational reserves should have undergone a sharp rise. But, far removed 


our intern 

from this, they declined by $10.266 billion. It is true that, of this drop, the 
sum of $4.229 billion is atributable to reduced income from exports of goods, and 
51.261 billion to increased imports; but the remaining negative balance (of 
54.776 billion) collected by the balance of payments accounts in balances for 
services and transfers is the one offering an encouraging conclusion. This 


balance of outlays is not attributable to lesser exports or greater imports, nor 
to a larger return on the investments abroad. This balance is the price of the 
lack of confidence and the speculation on the parity of the bolivar. 


The Problem of the International Reserves and Its Potential Solutions 


what can be done about this decline in reserves, which now stands at the level of 
10 billion, counting the revalorization of gold? 


The international reserves are a good, the price of which is determined by supply 
I t 


f the stocks of a good decline, there are two ways of curbing that 


the price or rations the amount. 


ution, raising the production of hard currency, does not appear to 
or Venezuela; because, at the present time, the oil market augurs a 
line in our revenue from exports, as has become obvious. The far 
. to neutralize the fear of devalu- 
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2 second solution, cutting the money supply, has been applied since mid-1982; 
and the liquidity has been maintained at about 125 billion bolivares, in contrast 
co an increase of 24 percent in 1980, 44 percent in 1981 and 4.6 percent in the 
first half of 1982. The classic theory holds that, with lesser liquidity, the 
real demand declines, as does the price of all goods, including hard currency. 
e problem lies in the fact that, of this liquidity, 79 billion bolivares compris- 
s savings and time deposits. If we assume, conservatively, that 50 percent of 
these deposits are committed as backing for loans in other guarantees, 39 biilion 


il] ain, which is sufficient to allow the holders of these 
all the international reserves at the exchange rate of 








Furthermore, the restriction of liquidity as a single mechanism for protecting the 
reserves is also stifling the domestic economy, and that is why we are observing 
the paradox of solvent business firms lacking the necessary financing to maintain 
their production rate. This lack of liquidity is also hampering the sale of the 
housing that has been built, and the reactivation of the sector. This is even more 
serious because the private sector has been denied access to the international 
sources of financing. 


Devaluation 


ice, there remain two options for protecting the international reserves: rationing 
y price (devaluation), or rationing by quotas (control). Devaluation does not 
solve the problem, nor does it befit Venezuela. We have explained this on other 


(ZET Ris 5-9-82). 


\ devaluation does not solve the problem, because it will not increase our income 
in hard currency; since 95 percent of our exports are oil and its by-products, 


a 
the price of which is given in U.S. dollars and the demand for which will not rise. 
Nor would devaluation curb the egress of hard currency, nor attract the extracted 
tunds to return, because the anticipation of future devaluations would cause the 
posite effect. Moreover, our imports, although higher priced, would not be cut 
ibstantially; because most of them consist of food and raw materials. Devaluation 


> ** , 
would not suit the country either, because the following negative effects would be 


a. Inflation would increase. 

confiscatory effect on the private sector. 

I rN n > those who had confidence in the country and who brought their 
ital, or dic not contribute to its egress. 

ould benefit those who speculated against the bolivar. 
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Hence, there remains rationing of the egress of hard currency, through the estab- 
lishm xcl trol. There are many types of exchange control, some of 
them very complex, with quotas and differential exchange rates backed by the Central 
h are more simple and effective, wherein only the amount of 


rd currency granted for various needs is ey and free supply and demand are 
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illowed for the rest This is the model that we think Venezuela should adopt imme- 
liatelv as a temporary emergency measure. 

control of exchange should not be viewed as a measure that would harm Venezuela’: 
imaze. The fact is that France, Spain, Italy, Great Britain and most of the develop- 
e tries are now regulating the egress of capital, and all countries control its 
entry. The United States, champion of economic freedom, banned an increase in 
investments and loans abroad in 1969 and fer several anes obtai ning the coopera- 
tion of the European untries to prevent the entry of American capital on their 
financl marcets 
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zuela, it uld be stipulated that there are no quantitative limits on the purchase 














of hard currency at the rate of 4.30 bolivares, in instances of imports of items 
of prime necessity in amounts similar to the averages for the years 1980, 1981 and 
1982, at the current prices and for the service on the registered foreign debt. 

As was done in the United States, the commercial banks could be responsible for 


administering these controls; because, familiar with their customers, they could 
readily check the validity of the amount and destination of the funds. 


As for finished consumer goods, it would be necessary to establish a criterion and 
a mechanism for determining which ones would continue to receive the hard currency 
at the exchange rate of 4.30 bolivares per dollar, which would go through the 
parallel market and which would be banned for importing. Finally, there would be 
a quantitative limit on the sale of hard currency without establishing a differen- 
tial control for transfers, investments, tourism or payments on services to be 
consumed abroad, except for the educational commitments already established. 


we believe that, with these measures, which would have to be imposed without delay, 
there would be a curb on the egress of capital and an end to the anticipation of 
devaluation, which is harming the economy so much. Furthermore, these measures 
would reintorce the confidence of the international banks in Venezuela; because, 
considering the soundness of the national economy and the size of its income in 
hard currency, there would be a guarantee that, once the speculative flight of 

s checked, the country would have the necessary funds with which to 

ts obligations relating to the foreign debt. 


By not having to rely or e restriction of liquidity to protect the reserves, 
a monetary and fiscal policy could be developed which would make it possible to 
reactivate the economy's underused capacity and to move the national products 
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and stocks, especially real estate. 
Supplementary Measures 


ntary SI 9 encourage repatriation and the entry of new capital, 
mn insurance could be established, payable in nonconvertible bolivares. 
In this case, unlike the traditional "swap'' (which is the guarantee for turning 
ver dollars at a preestablished exchange rate), the government would offer those 
r who have brought it in since January 1982, receipt 
tr the differential over 4.30 bolivares, with the negated assumption of a devalua- 
fispelling the umcertainty over a possible exchange loss, would 


tion. This, by « 
Orompt many to start taking advantage now of the good investment opportunities 
ffered by the Venezuelan economy 

n ete - pe 


d has a vast potential. Venezuela can surmount 


e Venezuelan economy is solvent, an 
the present state of worldwide recession if it succeeds in curbing the egress of 
pital. To accomplish this, confidence must be restored in the stability of the 
bolivar 
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international reserves and, consequently, on the emergence o 











rumors concerning the devaluation of the bolivar, turning into a "self-fulfilling 


. ei 
prophecy. 


fhe restriction of liquidity is not an effective means of protecting the parity 
of the bolivar, and it is damaging the national economy. 


devaluation would not curb the speculative egress of capital, and might possibly 
increase it; devaluation would also cancel the progress made in the area of infla- 
tion and, what is even more serious, would benefit those who. have been speculating 


-_-> 


against the bolivar. 


The only viable solution under these circumstances would be a timely, simple, 


exchange control, imposed and supervised efficiently. 

yntrol of exchange is a tool of economic policy widely used by all countries, 
ncluding the United States, Great Britain, France, etc., to protect their curren- 
2s against predatory speculation or temporary or extended imbalances in their 
economies with respect to the externa. sector. 


=xchange control should not be viewed as a blot on the policy of economic freedoms 
that Venezuela has pursued, but rather as a necessary emergency tool for protecting 
the common welfare against speculation aimed at the bolivar which is currently 


narming the national economy, as a result of selfishness and too much ambition. 
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At et te eh 


Caracas ZETA in Spanish 27 Feb 83 pp 1l.z-13 


(Text) A rally held by Maritza Izaguirre in the Military Academy auditorum, accusing 
AD {Democratic Action] members of even personal economic harm to the officers, 

has dispelled the suspicions claiming that everything is being arranged for a 
dangerous variant of the "“volapie” [sword thrust by a matador running toward the 


bull]. 


The unrest over the way in which the active political forces have been conducting 

themselves in the Armed Forces, under the guise of an ostensible dissociation from 
political parties,is gaining ground in the minds of the opposition parties, among 

whose leaders there are increasing suspicions regarding the extra-electoral direc- 
tion that political events might take between now and the year's end. 


Moving the Pieces 


individuals in the military milieu who do not view life with the Social 
urrent defense minister is engaged in an obvious political 


nristian zlass, the c 

ampaign Div Gen Vicente Narvaez Churion appears to these individuals as the 
oromoter of an anti-AD state of mind within the Armed Forces. 

The situation forces one to recollect difficult times for the COPEI [Social 
“hristian Party] government. The problem has been in the minority position in 
which COPEI finds itself within the Armed Forces and the moves that it has made 


to overcome this situation when it has been in the government. 
The most dramatic precedent lies in the Caldera government, when the latter shocked 
sveryone by discarding his unswerving follower, Gen Pablo Antonio Flores, who 

cted, and was expected to be minister of defense, appointing Martin Garcia 
Villasmil, who had been mentioned as the patient author of a network of conspiracy 


9 ¢ naa oO 

ring the course of years and instilled with a Nasserism, the leading civil- 
kesman for which was Rodolfo Jose Cardenas. Garcia Villasmil’s appointment 

d to be aimed at counteracting, with Nasserists, the AD majority in the 

Forces. But it so happened that Garcia Villasmil, while in the ministry, 

ued the aforementioned effort. At least this was the information reaching 

ident Caldera from the DIM [Military Intelligence Directorate], an intelligence 
agency then run by Gen Gustavo Pardi Davila who, significantly enough, was to end 

up holding the post from which Caldera found it necessary to dismiss Garcia Villasmil. 











cy 


Narvaez Churion has not made the same mistake as that made by Garcia Villasmil. His 
military intelligence director is Div Gen Rafael Arturo Machado Santana who, if he 
has any greater lovalty than that for his close friend, the citizen minister, has 

it in the loyalty he professes for the COPEI candidate, Dr Rafael Caldera. Sources 
amiliar with the issue consider it a fact that, under Machado Santana's command, 

ne DIM is engaged in partisan rather than intelligence activities, with the approv- 
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the citizen minister. 


(he picture is completed by the general named to command Operation Republic, whereby 
ne Armed Forces will oversee the electoral process. He is Efrain Vegas Echezuria, 
ne of the most severely anti-AD elements to go through the Army since Marcos Perez 
menez was put in retirement status. 
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ner moves among the Armed Forces commanders have reinforced the uneasiness which 
that has been said must be arousing in the minds of the opposition. 
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The alarm among those monitoring this process reached its height last Thursday, when 
stricers and petty officers were warned of compulsory attendance at a lecture which 

e plannin ninteter. Maritza Izaguirre, was to give in the auditorium of the Mili- 
-ary Academy at Fuerte Tiuna. Two thousand men in uniform gathered in the huge 
mphitheater to listen to the COPEI leader in a furious diatribe against AD, in 
ich the major opposition party was accused of the ills besetting the national 

my and, in a tone which horrified the AD members present, of the restrictions 

ich the officers would sutfer insofar as their personal economic situation was 
ned, as a result of the present economic situation 
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zo into retirement this July, since they have completed their 30 years of 
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service. But reports have spread from DIM and through that agency s contacts with 
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ress, by way of trial balloons, commenting that Narvaez Churion and Machado 
tan will have their time in service extended, through a presidential order. ) 
rse, other sources also know how to promote reports, and so press comments have 
r Laiming that the retirement will take place on its proper date, and that 
vext defense minister will be (Air Force) Div Gen Oswaldo Plazola Gilly, the 
rrent head ot the Joint Chiefs of Staff, or, in his default, (Army) Div Gen 
mberto Alcalde Alvarez, the Army chief of staff, who has a year's seniority over 
robl f the tension is regarded as a major one in the political process 
e Armed Forces is experiencing. The matter has been discussed with concern 
é ns mission of Congress, and there is a mediating movement that would 
to the extension, provided it applied to the entire high command, and not 
t w enera who are friends of Caldera. The advocates of this position 
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r me ntinuation of chiefs such as the mmanding general of the Army, 
i ero, Ww is claimed to have a strictly professional conduct an 











concerning whom it is thought that the continuation of the work that he is doing 
with the land forces would be constructive. 
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The situation has become more critical as July approaches, and it will be a topic 
of discussions which will confirm the importance that ZETA has been attributing 
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COUNTRY SECTION VENEZUELA 


BRIEFS 


V UNDER INVESTIGATION--Yesterday, the standing committee of the Chamber of Depu- 
es' Auditing Office appointed a special subcommittee to undertake an investiga- 
on of the negotiations carried out by the Industrial Bank of Venezuela [BIV], 
rough its main office in Miami, whereby credit in the amount of $36.5 million 
was granted, procuring as a guarantee real estate which presumably lacked the 
necessary worth to back this financing. The subcommittee that has been named will 
be chaired by AD [Democratic Action] Deputy Pedro Tabata Guzman, and will also 
include Jose Angel Agreda (AD), Gonzalo Perez Hernandez (MIN [National Integrity 
Movement]), Carlos Guevara Leon (COPEI [Social Christian Party]) and Ramon Tenorio 

lfontes (URD {Democratic Republican Union]). Deputy Tabata Guzman announced that, 

er the carnival celebrations, the members of the appointed subcommittee would 

decide on the work plan for conducting the probe that has been ordered. He added 
that the real estate transaction carried out by the BIV in Miami would be "“investi- 
d in detail"; noting that, for this purpose, they have the cooperation offered 
he president of this state institution, Ali Cordero Vale who, in the view of 
is congressman, has proven to be receptive in this matter, and also willing to 
ovide information on the commitments that the bank has abroad and in Venezuela. 

S$, moreover, expected to obtain further explanations concerning the loans 
anted by the BIV'’s branches for the development of housing projects in the 
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